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the independent auditor wishes to
make to the response.

(c) Within 10 days after receiving the
response of the Bell operating com-
pany, the independent auditor shall
make available for public inspection
the final audit report by filing it with
the Commission and the state regu-
latory agencies participating on the
joint audit team.

(d) Interested parties may file com-
ments with the Commission within 60
days after the audit report is made
available for public inspection.

[62 FR 2927, Jan. 21, 1997]

Subpart D—Manufacturing by Bell
Operating Companies

§53.301 [Reserved]

Subpart E—Electronic Publishing
by Bell Operating Companies

§53.401 [Reserved]

Subpart F—Alarm Monitoring
Services

§53.501 [Reserved]
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AUTHORITY: 47 U.S.C. 151, 154(i), 201, 205, 214,
219, 220, 254, 303(r), 403, and 1302 unless other-
wise noted.

SOURCE: 62 FR 32948, June 17, 1997, unless
otherwise noted.

Subpart A—General Information

§54.1 Basis and purpose.

(a) Basis. These rules are issued pur-
suant to the Communications Act of
1934, as amended.

(b) Purpose. The purpose of these
rules is to implement section 254 of the
Communications Act of 1934, as amend-
ed, 47 USC 254.

§54.5 Terms and definitions.

Terms used in this part have the fol-
lowing meanings:

Act. The term ‘‘Act” refers to the
Communications Act of 1934, as amend-

ed.
Administrator. The term ‘“Adminis-
trator” shall refer to the Universal

Service Administrative Company that
is an independent subsidiary of the Na-
tional Exchange Carrier Association,
Inc., and that has been appointed the
permanent Administrator of the fed-
eral universal service support mecha-
nisms.

Community anchor institutions. For
the purpose of high-cost support,
“‘community anchor institutions” re-
fers to schools, libraries, health care
providers, community colleges, other
institutions of higher education, and
other community support organiza-
tions and entities.

Competitive eligible telecommunications
carrier. A ‘‘competitive eligible tele-
communications carrier’” is a carrier
that meets the definition of an ‘‘eligi-
ble telecommunications carrier’ below
and does not meet the definition of an
“incumbent local exchange carrier” in
§51.5 of this chapter.

Contributor. The term ‘‘contributor”
shall refer to an entity required to con-
tribute to the universal service support
mechanisms pursuant to §54.706.

Eligible  telecommunications carrier.
‘“‘Eligible telecommunications carrier”
means a carrier designated as such
under subpart C of this part.

High-cost support. ‘‘High-cost sup-
port”’ refers to those support mecha-
nisms in existence as of October 1, 2011,
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specifically, high-cost loop support,
safety net additive and safety valve
provided pursuant to subpart F of part
36, local switching support pursuant to
§54.301, forward-looking support pursu-
ant to §54.309, interstate access support
pursuant to §§54.800 through 54.809, and
interstate common line support pursu-
ant to §§54.901 through 54.904, support
provided pursuant to §§51.915, 51.917,
and 54.304, support provided to com-
petitive eligible telecommunications
carriers as set forth in §54.307(e), Con-
nect America Fund support provided
pursuant to §54.312, and Mobility Fund
support provided pursuant to subpart L
of this part.

Incumbent local exchange carrier. ‘‘In-
cumbent local exchange carrier” or
“ILEC” has the same meaning as that
term is defined in §51.5 of this chapter.

Information  service. “Information
service” is the offering of a capability
for generating, acquiring, storing,
transforming, processing, retrieving,
utilizing, or making available informa-
tion via telecommunications, and in-
cludes electronic publishing, but does
not include any use of any such capa-
bility for the management, control, or
operation of a telecommunications sys-
tem or the management of a tele-
communications service.

Interconnected VoIP Provider. An
“interconnected VoIP provider” is an
entity that provides interconnected
VoIP service, as that term is defined in
section 9.3 of these rules.

Internet access. ‘‘Internet access’ in-
cludes the following elements:

(1) The transmission of information
as common carriage;

(2) The transmission of information
as part of a gateway to an information
service, when that transmission does
not involve the generation or alter-
ation of the content of information,
but may include data transmission, ad-
dress translation, protocol conversion,
billing management, introductory in-
formation content, and navigational
systems that enable users to access in-
formation services, and that do not af-
fect the presentation of such informa-
tion to users; and

(3) Electronic mail services (e-mail).

Interstate telecommunication. ‘‘Inter-
state telecommunication” is a commu-
nication or transmission:
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(1) From any State, Territory, or pos-
session of the United States (other
than the Canal zone), or the District of
Columbia, to any other State, Terri-
tory, or possession of the United States
(other than the Canal Zone), or the
District of Columbia,

(2) From or to the United States to
or from the Canal Zone, insofar as such
communication or transmission takes
place within the United States, or

(3) Between points within the United
States but through a foreign country.

Interstate transmission. ‘‘Interstate
transmission” is the same as interstate
telecommunication.

Intrastate telecommunication. ‘‘Intra-
state telecommunication’ is a commu-
nication or transmission from within
any State, Territory, or possession of
the United States, or the District of
Columbia to a location within that
same State, Territory, or possession of
the United States, or the District of
Columbia.

Intrastate transmission. ‘‘Intrastate
transmission” is the same as intrastate
telecommunication.

LAN. “LAN” is a local area network,
which is a set of high-speed links con-
necting devices, generally computers,
on a single shared medium, usually on
the user’s premises.

Rate-of-return carrier. ‘‘Rate-of-return
carrier” shall refer to any incumbent
local exchange carrier not subject to
price cap regulation as that term is de-
fined in §61.3(ee) of this chapter.

Rural area. For purposes of the
schools and libraries universal support
mechanism, a ‘‘rural area’” is a non-
metropolitan county or county equiva-
lent, as defined in the Office of Man-
agement and Budget’s (OMB) Revised
Standards for Defining Metropolitan
Areas in the 1990s and identifiable from
the most recent Metropolitan Statis-
tical Area (MSA) list released by OMB,
or any contiguous non-urban Census
Tract or Block Numbered Area within
an MSA-listed metropolitan county
identified in the most recent Gold-
smith Modification published by the
Office of Rural Health Policy of the
U.S. Department of Health and Human
Services. For purposes of the rural
health care universal service support
mechanism, a ‘‘rural area’ is an area
that is entirely outside of a Core Based
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Statistical Area; is within a Core Based
Statistical Area that does not have any
Urban Area with a population of 25,000
or greater; or is in a Core Based Statis-
tical Area that contains an Urban Area
with a population of 25,000 or greater,
but is within a specific census tract
that itself does not contain any part of
a Place or Urban Area with a popu-
lation of greater than 25,000. ‘‘Core
Based Statistical Area’” and ‘‘Urban
Area’ are as defined by the Census Bu-
reau and ‘‘Place’ is as identified by the
Census Bureau.

Rural incumbent local exchange carrier.
“Rural incumbent local exchange car-
rier’”’ is a carrier that meets the defini-
tions of ‘‘rural telephone company’’
and ‘“‘incumbent local exchange car-
rier,” as those terms are defined in
§51.5 of this chapter.

Rural telephone company. ‘‘Rural tele-
phone company” has the same meaning
as that term is defined in §51.5 of this
chapter.

State commission. The term ‘‘state
commission” means the commission,
board or official (by whatever name
designated) that, under the laws of any
state, has regulatory jurisdiction with
respect to intrastate operations of car-
riers.

Technically feasible. ‘‘Technically fea-
sible’> means capable of accomplish-
ment as evidenced by prior success
under similar circumstances. For ex-
ample, preexisting access at a par-
ticular point evidences the technical
feasibility of access at substantially
similar points. A determination of
technical feasibility does not consider
economic, accounting, billing, space or
site except that space and site may be
considered if there is no possibility of
expanding available space.

Telecommunications. ‘‘Telecommuni-
cations’ is the transmission, between
or among points specified by the user,
of information of the user’s choosing,
without change in the form or content
of the information as sent and re-
ceived.

Telecommunications carrier. A ‘‘tele-
communications carrier’” is any pro-
vider of telecommunications services,
except that such term does not include
aggregators of telecommunications
services as defined in section 226 of the
Act. A telecommunications carrier
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shall be treated as a common carrier
under the Act only to the extent that
it is engaged in ©providing tele-
communications services, except that
the Commission shall determine
whether the provision of fixed and mo-
bile satellite service shall be treated as
common carriage. This definition in-
cludes cellular mobile radio service
(CMRS) providers, interexchange car-
riers (IXCs) and, to the extent they are
acting as telecommunications carriers,
companies that provide both tele-
communications and information serv-
ices. Private mobile radio service
(PMRS) providers are telecommuni-
cations carriers to the extent they pro-
vide domestic or international tele-
communications for a fee directly to

the public.
Telecommunications channel. ‘‘Tele-
communications channel” means a

telephone line, or, in the case of wire-
less communications, a transmittal
line or cell site.

Telecommunications service. ‘‘Tele-
communications service’ is the offer-
ing of telecommunications for a fee di-
rectly to the public, or to such classes
of users as to be effectively available
directly to the public, regardless of the
facilities used.

Tribal lands. For the purposes of high-
cost support, ‘“Tribal lands’ include
any federally recognized Indian tribe’s
reservation, pueblo or colony, includ-
ing former reservations in Oklahoma,
Alaska Native regions established pur-
suant to the Alaska Native Claims Set-
tlement Act (85 Stat. 688) and Indian
Allotments, see §54.400(e), as well as
Hawaiian Home Lands—areas held in
trust for native Hawaiians by the state
of Hawaii, pursuant to the Hawaiian
Homes Commission Act, 1920, July 9,
1921, 42 Stat 108, et seq., as amended.

Unsubsidized competitor. An ‘‘unsub-
sidized competitor” is a facilities-based
provider of residential fixed voice and
broadband service that does not receive
high-cost support.

Website. The term ‘‘website’” shall
refer to any websites operated by the
Administrator in connection with the
schools and libraries support mecha-
nism, the rural health care support
mechanism, the high cost mechanism,
and the low income mechanism.
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Wire center. A wire center is the loca-
tion of a local switching facility con-
taining one or more central offices, as
defined in the Appendix to part 36 of
this chapter. The wire center bound-
aries define the area in which all cus-
tomers served by a given wire center
are located.

[62 FR 32948, June 17, 1997, as amended at 62
FR 41303, Aug. 1, 1997; 63 FR 70571, Dec. 21,
1998; 64 FR 67431, Dec. 1, 1999; 66 FR 30087,
June 5, 2001; 66 FR 59726, Nov. 30, 2001; 70 FR
6372, Feb. 7, 2005; 71 FR 38796, July 10, 2006; 76
FR 73869, Nov. 29, 2011; 77 FR 12966, Mar. 2,
2012; 77 FR 2056563, Apr. 5, 2012; 77 FR 30913,
May 24, 2012]

§54.7 Intended use of federal wuni-
versal service support.

(a) A carrier that receives federal
universal service support shall use that
support only for the provision, mainte-
nance, and upgrading of facilities and
services for which the support is in-
tended.

(b) The use of federal universal serv-
ice support that is authorized by para-
graph (a) of this section shall include
investments in plant that can, either
as built or with the addition of plant
elements, when available, provide ac-
cess to advanced telecommunications
and information services.

[76 FR 73869, Nov. 29, 2011]

§54.8 Prohibition on participation:
suspension and debarment.

(a) Definitions—(1) Activities associ-
ated with or related to the schools and
libraries support mechanism, the high-
cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism.
Such matters include the receipt of
funds or discounted services through
one or more of these support mecha-
nisms, or consulting with, assisting, or
advising applicants or service providers
regarding one or more of these support
mechanisms.

(2) Civil liability. The disposition of a
civil action by any court of competent
jurisdiction, whether entered by ver-
dict, decision, settlement with admis-
sion of liability, stipulation, or other-
wise creating a civil liability for the
wrongful acts complained of, or a final
determination of liability under the
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Program Fraud Civil Remedies Act of
1988 (31 U.S.C. 3801-12).

(3) Consultant. A person that for con-
sideration advises or consults a person
regarding the schools and libraries sup-
port mechanism, but who is not em-
ployed by the person receiving the ad-
vice or consultation.

(4) Conviction. A judgment or convic-
tion of a criminal offense by any court
of competent jurisdiction, whether en-
tered by verdict or a plea, including a
plea of nolo contendere.

(6) Debarment. Any action taken by
the Commission in accordance with
these regulations to exclude a person
from activities associated with or re-
lating to the schools and libraries sup-
port mechanism, the high-cost support
mechanism, the rural health care sup-
port mechanism, and the low-income
support mechanism. A person so ex-
cluded is ‘‘debarred.”

(6) Person. Any individual, group of
individuals, corporation, partnership,
association, unit of government or
legal entity, however organized.

(7 Suspension. An action taken by
the Commission in accordance with
these regulations that immediately ex-
cludes a person from activities associ-
ated with or relating to the schools and
libraries support mechanism, the high-
cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism for
a temporary period, pending comple-
tion of the debarment proceedings. A
person so excluded is ‘‘suspended.”

(b) Suspension and debarment in gen-
eral. The Commission shall suspend and
debar a person for any of the causes in
paragraph (c) of this section using pro-
cedures established in this section, ab-
sent extraordinary circumstances.

(c) Causes for suspension and debar-
ment. Causes for suspension and debar-
ment are conviction of or civil judg-
ment for attempt or commission of
criminal fraud, theft, embezzlement,
forgery, bribery, falsification or de-
struction of records, making false
statements, receiving stolen property,
making false claims, obstruction of
justice and other fraud or criminal of-
fense arising out of activities associ-
ated with or related to the schools and
libraries support mechanism, the high-
cost support mechanism, the rural
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health care support mechanism, and
the low-income support mechanism.

(d) Effect of suspension and debar-
ment. Unless otherwise ordered, any
persons suspended or debarred shall be
excluded from activities associated
with or related to the schools and li-
braries support mechanism, the high-
cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism.
Suspension and debarment of a person
other than an individual constitutes
suspension and debarment of all divi-
sions and/or other organizational ele-
ments from participation in the pro-
gram for the suspension and debarment
period, unless the notice of suspension
and proposed debarment is limited by
its terms to one or more specifically
identified individuals, divisions, or
other organizational elements or to
specific types of transactions.

(e) Procedures for suspension and de-
barment. The suspension and debarment
process shall proceed as follows:

(1) Upon evidence that there exists
cause for suspension and debarment,
the Commission shall provide prompt
notice of suspension and proposed de-
barment to the person. Suspension
shall be effective upon the earlier of re-
ceipt of notification or publication in
the FEDERAL REGISTER.

(2) The notice shall:

(1) Give the reasons for the proposed
debarment in terms sufficient to put a
person on notice of the conduct or
transaction(s) upon which it is based
and the cause relied upon, namely, the
entry of a criminal conviction or civil
judgment arising out of activities asso-
ciated with or related to the schools
and libraries support mechanism, the
high-cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism;

(ii) Explain the applicable debarment
procedures;

(iii) Describe the effect of debarment.

(3) A person subject to proposed de-
barment, or who has an existing con-
tract with a person subject to proposed
debarment or intends to contract with
such a person to provide or receive
services in matters arising out of ac-
tivities associated with or related to
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the schools and libraries support mech-
anism, the high-cost support mecha-
nism, the rural health care support
mechanism, and the low-income sup-
port mechanism may contest debar-
ment or the scope of the proposed de-
barment. A person contesting debar-
ment or the scope of proposed debar-
ment must file arguments and any rel-
evant documentation within thirty (30)
calendar days of receipt of notice or
publication in the FEDERAL REGISTER,
whichever is earlier.

(4) A person subject to proposed de-
barment, or who has an existing con-
tract with a person subject to proposed
debarment or intends to contract with
such a person to provide or receive
services in matters arising out of ac-
tivities associated with or related to
the schools and libraries support mech-
anism, the high-cost support mecha-
nism, the rural health care support
mechanism, and the low-income sup-
port mechanism may also contest sus-
pension or the scope of suspension, but
such action will not ordinarily be
granted. A person contesting suspen-
sion or the scope of suspension must
file arguments and any relevant docu-
mentation within thirty (30) calendar
days of receipt of notice or publication
in the FEDERAL REGISTER, whichever is
earlier.

(5) Within ninety (90) days of receipt
of any information submitted by the
respondent, the Commission, in the ab-
sence of extraordinary circumstances,
shall provide the respondent prompt
notice of the decision to debar. Debar-
ment shall be effective upon the earlier
of receipt of notice or publication in
the FEDERAL REGISTER.

(f) Reversal or limitation of suspension
or debarment. The Commission may re-
verse a suspension or debarment, or
limit the scope or period of suspension
or debarment, upon a finding of ex-
traordinary circumstances, after due
consideration following the filing of a
petition by an interested party or upon
motion by the Commission. Reversal of
the conviction or civil judgment upon
which the suspension and debarment
was based is an example of extraor-
dinary circumstances.

(g) Time period for debarment. A
debarred person shall be prohibited
from involvement with the schools and
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libraries support mechanism for three
(3) years from the date of debarment.
The Commission may, if necessary to
protect the public interest, set a longer
period of debarment or extend the ex-
isting period of debarment. If multiple
convictions or judgments have been
rendered, the Commission shall deter-
mine based on the facts before it
whether debarments shall run concur-
rently or consecutively.

[68 FR 36943, June 20, 2003. Redesignated and
amended at 72 FR 54218, Sept. 24, 2007]

Subpart B—Services Designated
for Support

§54.101 Supported services for rural,
insular and high cost areas.

(a) Services designated for support.
Voice Telephony services shall be sup-
ported by federal universal service sup-
port mechanisms. Eligible voice teleph-
ony services must provide voice grade
access to the public switched network
or its functional equivalent; minutes of
use for local service provided at no ad-
ditional charge to end users; access to
the emergency services provided by
local government or other public safety
organizations, such as 911 and en-
hanced 911, to the extent the local gov-
ernment in an eligible carrier’s service
area has implemented 911 or enhanced
911 systems; and toll limitation serv-
ices to qualifying low-income con-
sumers as provided in subpart E of this
part.

(b) An eligible telecommunications
carrier must offer voice telephony
service as set forth in paragraph (a) of
this section in order to receive federal
universal service support.

[76 FR 73870, Nov. 29, 2011, as amended at 77
FR 12966, Mar. 2, 2012]

Subpart C—Cairriers Eligible for
Universal Service Support

§54.201 Definition of eligible tele-
communications carriers, generally.

(a) Carriers eligible to receive support.
(1) Only eligible telecommunications
carriers designated under this subpart
shall receive universal service support
distributed pursuant to part 36 of this
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chapter, and subparts D and E of this
part.

(2) [Reserved]

(3) This paragraph does not apply to
offset or reimbursement support dis-
tributed pursuant to subpart G of this
part.

(4) This paragraph does not apply to
support distributed pursuant to sub-
part F of this part.

(b) A state commission shall upon its
own motion or upon request designate
a common carrier that meets the re-
quirements of paragraph (d) of this sec-
tion as an eligible telecommunications
carrier for a service area designated by
the state commission.

(c) Upon request and consistent with
the public interest, convenience, and
necessity, the state commission may,
in the case of an area served by a rural
telephone company, and shall, in the
case of all other areas, designate more
than one common carrier as an eligible
telecommunications carrier for a serv-
ice area designated by the state com-
mission, so long as each additional re-
questing carrier meets the require-
ments of paragraph (d) of this section.
Before designating an additional eligi-
ble telecommunications carrier for an
area served by a rural telephone com-
pany, the state commission shall find
that the designation is in the public in-
terest.

(d) A common carrier designated as
an eligible telecommunications carrier
under this section shall be eligible to
receive universal service support in ac-
cordance with section 254 of the Act
and shall, throughout the service area
for which the designation is received:

(1) Offer the services that are sup-
ported by federal universal service sup-
port mechanisms under subpart B of
this part and section 254(c) of the Act,
either using its own facilities or a com-
bination of its own facilities and resale
of another carrier’s services (including
the services offered by another eligible
telecommunications carrier); and

(2) Advertise the availability of such
services and the charges therefore
using media of general distribution.

(e) For the purposes of this section,
the term facilities means any physical
components of the telecommunications
network that are used in the trans-
mission or routing of the services that
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are designated for support pursuant to
subpart B of this part.

(f) For the purposes of this section,
the term ‘‘own facilities’ includes, but
is not limited to, facilities obtained as
unbundled network elements pursuant
to part 51 of this chapter, provided that
such facilities meet the definition of
the term ‘‘facilities” under this sub-
part.

(g) A state commission shall not re-
quire a common carrier, in order to
satisfy the requirements of paragraph
(d)(1) of this section, to use facilities
that are located within the relevant
service area, as long as the carrier uses
facilities to provide the services des-
ignated for support pursuant to subpart
B of this part within the service area.

(h) A state commission shall not des-
ignate a common carrier as an eligible
telecommunications carrier for pur-
poses of receiving support only under
subpart E of this part unless the car-
rier seeking such designation has dem-
onstrated that it is financially and
technically capable of providing the
supported Lifeline service in compli-
ance with subpart E of this part.

(i) A state commission shall not des-
ignate as an eligible telecommuni-
cations carrier a telecommunications
carrier that offers the services sup-
ported by federal universal service sup-
port mechanisms exclusively through
the resale of another carrier’s services.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2125, Jan. 13, 1998; 64 FR 62123, Nov. 16,
1999; 71 FR 65750, Nov. 9, 2006; 77 FR 12966,
Mar. 2, 2012]

§54.202 Additional requirements for
Commission designation of eligible
telecommunications carriers.

(a) In order to be designated an eligi-
ble telecommunications carrier under
section 214(e)(6), any common carrier
in its application must:

(1)(i) Certify that it will comply with
the service requirements applicable to
the support that it receives.

(ii) Submit a five-year plan that de-
scribes with specificity proposed im-
provements or upgrades to the appli-
cant’s network throughout its proposed
service area. Each applicant shall esti-
mate the area and population that will
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be served as a result of the improve-
ments. Except, a common carrier seek-
ing designation as an eligible tele-
communications carrier in order to
provide supported services only under
subpart E of this part does not need to
submit such a five-year plan.

(2) Demonstrate its ability to remain
functional in emergency situations, in-
cluding a demonstration that it has a
reasonable amount of back-up power to
ensure functionality without an exter-
nal power source, is able to reroute
traffic around damaged facilities, and
is capable of managing traffic spikes
resulting from emergency situations.

(3) Demonstrate that it will satisfy
applicable consumer protection and
service quality standards. A commit-
ment by wireless applicants to comply
with the Cellular Telecommunications
and Internet Association’s Consumer
Code for Wireless Service will satisfy
this requirement. Other commitments
will be considered on a case-by-case
basis.

(4) For common carriers seeking des-
ignation as an eligible telecommuni-
cations carrier for purposes of receiv-
ing support only under subpart E of
this part, demonstrate that it is finan-
cially and technically capable of pro-
viding the Lifeline service in compli-
ance with subpart E of this part.

(5) For common carriers seeking des-
ignation as an eligible telecommuni-
cations carrier for purposes of receiv-
ing support only under subpart E of
this part, submit information describ-
ing the terms and conditions of any
voice telephony service plans offered to
Lifeline subscribers, including details
on the number of minutes provided as
part of the plan, additional charges, if
any, for toll calls, and rates for each
such plan. To the extent the eligible
telecommunications carrier offers
plans to Lifeline subscribers that are
generally available to the public, it
may provide summary information re-
garding such plans, such as a link to a
public Web site outlining the terms and
conditions of such plans.

(b) Public interest standard. Prior to
designating an eligible telecommuni-
cations carrier pursuant to section
214(e)(6), the Commission determines
that such designation is in the public
interest.
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(c) A common carrier seeking des-
ignation as an eligible telecommuni-
cations carrier under section 214(e)(6)
for any part of Tribal lands shall pro-
vide a copy of its petition to the af-
fected tribal government and tribal
regulatory authority, as applicable, at
the time it files its petition with the
Federal Communications Commission.
In addition, the Commission shall send
any public notice seeking comment on
any petition for designation as an eligi-
ble telecommunications carrier on
Tribal lands, at the time it is released,
to the affected tribal government and
tribal regulatory authority, as applica-
ble, by the most expeditious means
available.

[77 FR 12966, Mar. 2, 2012]

§54.203 Designation of eligible tele-
communications carriers for
unserved areas.

(a) If no common carrier will provide
the services that are supported by fed-
eral universal service support mecha-
nisms under section 254(c) of the Act
and subpart B of this part to an
unserved community or any portion
thereof that requests such service, the
Commission, with respect to interstate
services, or a state commission, with
respect to intrastate services, shall de-
termine which common carrier or car-
riers are best able to provide such serv-
ice to the requesting unserved commu-
nity or portion thereof and shall order
such carrier or carriers to provide such
service for that unserved community
or portion thereof.

(b) Any carrier or carriers ordered to
provide such service under this section
shall meet the requirements of section
54.201(d) and shall be designated as an
eligible telecommunications carrier for
that community or portion thereof.

§54.205 Relinquishment of wuniversal
service.

(a) A state commission shall permit
an eligible telecommunications carrier
to relinquish its designation as such a
carrier in any area served by more
than one eligible telecommunications
carrier. An eligible telecommuni-
cations carrier that seeks to relinquish
its eligible telecommunications carrier
designation for an area served by more
than one eligible telecommunications

130



Federal Communications Commission

carrier shall give advance notice to the
state commission of such relinquish-
ment.

(b) Prior to permitting a tele-
communications carrier designated as
an eligible telecommunications carrier
to cease providing universal service in
an area served by more than one eligi-
ble telecommunications carrier, the
state commission shall require the re-
maining eligible telecommunications
carrier or carriers to ensure that all
customers served by the relinquishing
carrier will continue to be served, and
shall require sufficient notice to per-
mit the purchase or construction of
adequate facilities by any remaining
eligible telecommunications carrier.
The state commission shall establish a
time, not to exceed one year after the
state commission approves such relin-
quishment under this section, within
which such purchase or construction
shall be completed.

§54.207 Service areas.

(a) The term service area means a geo-
graphic area established by a state
commission for the purpose of deter-
mining universal service obligations
and support mechanisms. A service
area defines the overall area for which
the carrier shall receive support from
federal universal service support mech-
anisms.

(b) In the case of a service area
served by a rural telephone company,
service area means such company’s
“‘study area’ unless and until the Com-
mission and the states, after taking
into account recommendations of a
Federal-State Joint Board instituted
under section 410(c) of the Act, estab-
lish a different definition of service
area for such company.

(c) If a state commission proposes to
define a service area served by a rural
telephone company to be other than
such company’s study area, the Com-
mission will consider that proposed
definition in accordance with the pro-
cedures set forth in this paragraph.

(1) A state commission or other party
seeking the Commission’s agreement
in redefining a service area served by a
rural telephone company shall submit
a petition to the Commission. The peti-
tion shall contain:
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(i) The definition proposed by the
state commission; and

(ii) The state commission’s ruling or
other official statement presenting the
state commission’s reasons for adopt-
ing its proposed definition, including
an analysis that takes into account the
recommendations of any Federal-State
Joint Board convened to provide rec-
ommendations with respect to the defi-
nition of a service area served by a
rural telephone company.

(2) The Commission shall issue a Pub-
lic Notice of any such petition within
fourteen (14) days of its receipt.

(3) The Commission may initiate a
proceeding to consider the petition
within ninety (90) days of the release
date of the Public Notice.

(i) If the Commission initiates a pro-
ceeding to consider the petition, the
proposed definition shall not take ef-
fect until both the state commission
and the Commission agree upon the
definition of a rural service area, in ac-
cordance with paragraph (b) of this sec-
tion and section 214(e)(5) of the Act.

(ii) If the Commission does not act on
the petition within ninety (90) days of
the release date of the Public Notice,
the definition proposed by the state
commission will be deemed approved
by the Commission and shall take ef-
fect in accordance with state proce-
dures.

(d) The Commission may, on its own
motion, initiate a proceeding to con-
sider a definition of a service area
served by a rural telephone company
that is different from that company’s
study area. If it proposes such different
definition, the Commission shall seek
the agreement of the state commission
according to this paragraph.

(1) The Commission shall submit a
petition to the state commission ac-
cording to that state commission’s pro-
cedures. The petition submitted to the
relevant state commission shall con-
tain:

(i) The definition proposed by the
Commission; and

(ii) The Commission’s decision pre-
senting its reasons for adopting the
proposed definition, including an anal-
ysis that takes into account the rec-
ommendations of any Federal-State
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Joint Board convened to provide rec-
ommendations with respect to the defi-
nition of a service area served by a
rural telephone company.

(2) The Commission’s proposed defini-
tion shall not take effect until both the
state commission and the Commission
agree upon the definition of a rural
service area, in accordance with para-
graph (b) of this section and section
214(e)(b) of the Act.

(e) The Commission delegates its au-
thority under paragraphs (c¢) and (d) of
this section to the Chief, Wireline
Competition Bureau.

[62 FR 32948, June 17, 1997, as amended at 67
FR 13226, Mar. 21, 2002]

Subpart D—Universal Service
Support for High Cost Areas

§54.301 Local switching support.

(a) Calculation of local switching sup-
port. (1) Beginning January 1, 1998 and
ending December 31, 2011, an incumbent
local exchange carrier that has been
designated an eligible telecommuni-
cations carrier and that serves a study
area with 50,000 or fewer access lines
shall receive support for local switch-
ing costs using the following formula:
The carrier’s projected annual
unseparated local switching revenue
requirement, calculated pursuant to
paragraph (d) of this section, shall be
multiplied by the local switching sup-
port factor. Beginning January 1, 2012
and ending June 30, 2012, a rate-of-re-
turn carrier, as that term is defined in
§54.5 of this chapter, that is an incum-
bent local exchange carrier that has
been designated an eligible tele-
communications carrier and that
serves a study area with 50,000 or fewer
access lines and is not affiliated with a
price cap carrier, as that term is de-
fined in §61.3(aa) of this chapter, shall
receive support for local switching
costs frozen at the same support level
received for calendar year 2011, subject
to true-up. For purposes of this sec-
tion, local switching costs shall be de-
fined as Category 3 local switching
costs under part 36 of this chapter. Be-
ginning January 1, 2012, no carrier that
is a price cap carrier, as that term is
defined in §61.3(aa) of this chapter, or a
rate-of-return carrier, as that term is
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defined in §54.5 of this chapter, that is
affiliated with a price cap carrier, shall
receive local switching support. Begin-
ning July 1, 2012, no carrier shall re-
ceive local switching support.

(2) Local switching support factor. (i)
The local switching support factor
shall be defined as the difference be-
tween the 1996 weighted interstate
DEM factor, calculated pursuant to
§36.125(f) of this chapter, and the 1996
unweighted interstate DEM factor.

(ii) If the number of a study area’s
access lines increases such that, under
§36.125(f) of this chapter, the weighted
interstate DEM factor for 1997 or any
successive year would be reduced, that
lowered weighted interstate DEM fac-
tor shall be applied to the study area’s
1996 unweighted interstate DEM factor
to derive a new local switching support
factor. If the number of a study area’s
access lines decreases or has decreased
such that, under §36.125(f) of this chap-
ter, the weighted interstate DEM fac-
tor for 2010 or any successive year
would be raised, that higher weighted
interstate DEM factor shall be applied
to the study area’s 1996 unweighted
interstate DEM factor to derive a new
local switching support factor.

(3) Beginning January 1, 1998, the
sum of the unweighted interstate DEM
factor, as defined in §36.125(a)(5) of this
chapter, and the local switching sup-
port factor shall not exceed 0.85. If the
sum of those two factors would exceed
0.85, the local switching support factor
shall be reduced to a level that would
reduce the sum of the factors to 0.85.

(b) Submission of data to the Adminis-
trator. Until October 1, 2011, each in-
cumbent local exchange carrier that
has been designated an eligible tele-
communications carrier and that
serves a study area with 50,000 or fewer
access lines shall, for each study area,
provide the Administrator with the
projected total unseparated dollar
amount assigned to each account listed
below for the calendar year following
each filing. This information must be
provided to the Administrator no later
than October 1 of each year. The Ad-
ministrator shall use this information
to calculate the projected annual
unseparated local switching revenue
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requirement pursuant to paragraph (d)
of this section.

I
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Telecommunications Plant in Service (TPIS) ....... Account 2001

Telecommunications Plant—Other
General Support Assets ....cooevevvennnnnn.

Central Office ASSets ....covveviviiiiiiniiinnenns

Accounts 2002, 2003, 2005
Account 2110

.............. Accounts 2210, 2220, 2230

Central Office-switching, Category 3 (local switch- Account 2210, Category 3

ing).

Information Origination/termination Assets ......... Account 2310

Cable and Wire Facilities Assets
Amortizable Tangible Assets ...........

Intangibles ...ooovveiniiiiiii e

Rural Telephone Bank (RTB) Stock ........

Materials and Supplies
Cash Working Capital

Accumulated Depreciation
Accumulated Amortization

Net Deferred Operating Income Taxes .....

Network Support Expenses
General Support Expenses

Account 2410
Account 2680

.............. Account 2690

.............. Included in Account 1410

Account 1220.1
Defined in 47 CFR 65.820(d)

Account 3100
Included in Accounts 2005,
2680, 2690, 3410

.............. Accounts 4100, 4340

Account 6110
Account 6120

Central Office Switching, Operator Systems, and Accounts 6210, 6220, 6230

Central Office Transmission Expenses.

Information Origination/Termination Expenses .... Account 6310

Cable and Wire Facilities Expenses .........

.............. Account 6410

Other Property, Plant and Equipment Expenses ... Account 6510

Network Operations EXpenses .................
Access EXPENSE .coviviiriiiiiiiiiiiiiieiieeieeneens
Depreciation and Amortization Expense .
Marketing EXDPENSe .....ccovvvviviiiiiininnenennnns

Services EXPeNse ......coceevviinvineninnenens
Corporate Operations Expense .........
Operating Taxes .....ccceeevevinienninennne.
Federal Investment Tax Credits

.............. Account 6530
.............. Account 6540
.............. Account 6560
.............. Account 6610

Account 6620
Account 6720
Accounts 7230, 7240
Account 7210

Provision for Deferred Operating Income Taxes- Account 7250

Net.

Allowance for Funds Used During Construction .... Included in Account 7300

Charitable Contributions .........cccoceenenenen..
Interest and Related Items .........cccceunenenns

Other Non-Current Assets .....cocoevvenenennennn.
Deferred Maintenance and Retirements ..
Deferred Charges ....ccocvevevveiniineennenenennennn.

.............. Included in Account 7300
.............. Account 7500

.............. Included in Account 1410
.............. Included in Account 1438
.............. Included in Account 1438

Other Jurisdictional Assets and Liabilities ........... Accounts 1500, 4370

Customers’ Deposits ....coeevvviiininennne.
Other Long-Term Liabilities

(c) Allocation of accounts to switching.
The Administrator shall allocate to
local switching, the accounts reported
pursuant to paragraph (b) of this sec-
tion as prescribed in this paragraph.

Account 4040
Included in Account 4300

(1) General Support Assets (Account
2110); Amortizable Tangible Assets (Ac-
count 2680); Intangibles (Account 2690);
and General Support Expenses (Ac-
count 6120) shall be allocated according
to the following factor:
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Account 2210 Category+3 (Account 2210 + Ac-
count 2220 + Account 2230 + Account 2310
+ Account 2410).

(2) Telecommunications Plant—
Other (Accounts 2002, 2003, 2005); Rural
Telephone Bank (RTB) Stock (included
in Account 1410); Materials and Sup-
plies (Account 1220.1); Cash Working
Capital (Sec. 65.820(d) of this chapter);
Accumulated Amortization (Included
in Accounts 2005, 2680, 2690, 3410); Net
Deferred Operating Income Taxes (Ac-
counts 4100, 4340); Network Support Ex-
penses (Account 6110); Other Property,
Plant and Equipment Expenses (Ac-
count 6510); Network Operations Ex-
penses (Account 6530); Marketing Ex-
pense (Account 6610); Services Expense
(Account 6620); Operating Taxes (Ac-
counts 7230, 7240); Federal Investment
Tax Credits (Accounts 7210); Provision
for Deferred Operating Income Taxes—
Net (Account 7250); Interest and Re-
lated Items (Account 7500); Allowance
for Funds Used During Construction
(Included in Account 7300); Charitable
Contributions (included in Account
7300); Other Non-current Assets (In-
cluded in Account 1410); Other Jurisdic-
tional Assets and Liabilities (Accounts
1500, 4370); Customer Deposits (Account
4040); Other Long-term Liabilities (In-
cluded in Account 4300); and Deferred
Maintenance and Retirements (In-
cluded in Account 1438) shall be allo-
cated according to the following factor:

Account 2210 Category 3 Account 2001.

(3) Accumulated Depreciation for
Central Office—switching (Account 3100
associated with Account 2210) and De-
preciation and Amortization Expense
for Central Office—switching (Account
6560 associated with Account 2210) shall
be allocated according to the following
factor:

Account 2210 Category 3+Account 2210.

(4) Accumulated Depreciation for
General Support Assets (Account 3100
associated with Account 2110) and De-
preciation and Amortization Expense
for General Support Assets (Account
6560 associated with Account 2110) shall
be allocated according to the following
factor:

Account 2210 Category 3 + Account 2001.
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(5) Corporate Operations Expenses
(Account 6720) shall be allocated ac-
cording to the following factor:

[[Account 2210 Category 3 (Account 2210 +
Account 2220 + Account 2230)]] x (Account
6210 + Account 6220 + Account 6230)] +
[(Account 6530 + Account 6610 + Account
6620) x (Account 2210 Category 3 Account
2001)] (Account 6210 + Account 6220 + Ac-
count 6230 + Account 6310 + Account 6410
+ Account 6530 + Account 6610 + Account
6620).

(6) Central Office Switching, Oper-
ator Systems, and Central Office
Transmission Expenses (Account 6210,
Account 6220, Account 6230) shall be al-
located according to the following fac-
tor:

Account 2210 Category 3 + (Accounts 2210 +
2220 + 2230).

(d) Calculation of the projected annual
unseparated local switching revenue re-
quirement. The Administrator shall cal-
culate the projected annual
unseparated local switching revenue
requirement by summing the compo-
nents listed in this paragraph.

(1) Return on Investment attrib-
utable to COE Category 3 shall be ob-
tained by multiplying the average pro-
jected unseparated local switching net
investment by the authorized inter-
state rate of vreturn. Projected
unseparated local switching net invest-
ment shall be calculated as of each De-
cember 31 by deducting the accumu-
lated reserves, deferrals and customer
deposits attributable to the COE Cat-
egory 3 investment from the gross in-
vestment attributable to COE Category
3. The average projected unseparated
local switching net investment shall be
calculated by summing the projected
unseparated local switching net invest-
ment as of December 31 of the calendar
year following the filing year and such
investment as of December 31 of the fil-
ing year and dividing by 2.

(2) Depreciation expense attributable
to COE Category 3 investment, allo-
cated pursuant to paragraph (c) of this
section.

(3) All expenses, excluding deprecia-
tion expense, collected in paragraph (b)
of this section, allocated pursuant to
paragraph (c¢) of this section.

(4) Federal income tax attributable
to COE Category 3 shall be calculated
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using the following formula; the ac-
counts listed shall be allocated pursu-
ant to paragraph (c) of this section:

[Return on Investment attributable to COE
Category 3—Included in Account 7300—
Account 7500-Account 7210)] x [Federal
Income Tax Rate (1—Federal Income Tax
Rate)].

(e) True-up adjustment—(1) Submission
of true-up data. Until December 31, 2012,
each incumbent local exchange carrier
that has been designated an eligible
telecommunications carrier and that
serves a study area with 50,000 or fewer
access lines shall, for each study area,
provide the Administrator with the
historical total unseparated dollar
amount assigned to each account listed
in paragraph (b) of this section for each
calendar year no later than 12 months
after the end of such calendar year

(2) Calculation of true-up adjustment.
(i) The Administrator shall calculate
the historical annual unseparated local
switching revenue requirement for
each carrier when historical data for
each calendar year are submitted.

(ii) The Administrator shall cal-
culate each carrier’s local switching
support payment, calculated pursuant
to 54.301(a), using its historical annual
unseparated local switching revenue
requirement.

(iii) For each carrier receiving local
switching support, the Administrator
shall calculate the difference between
the support payment calculated pursu-
ant to paragraph (e)(2)(ii) of this sec-
tion and its support payment cal-
culated using its projected annual
unseparated local switching revenue
requirement.

(iv) The Administrator shall adjust
each carrier’s local switching support
payment by the difference calculated
in paragraph (e)(2)(iii) of this section
no later than 15 months after the end
of the calendar year for which histor-
ical data are submitted.

[63 FR 2126, Jan. 13, 1998; 63 FR 33585, June 19,
1998, as amended at 67 FR 13226, Mar. 21, 2002;
67 FR 5701, Feb. 6, 2002; 75 FR 17874, Apr. 8,
2010; 76 FR 73870, Nov. 29, 2011; 77 FR 14302,
Mar. 9, 2012]

§54.302 Monthly per-line limit on uni-
versal service support.

(a) Beginning July 1, 2012 and until
June 30, 2013, each study area’s uni-

§54.304

versal service monthly support (not in-
cluding Connect America Fund support
provided pursuant to §54.304) on a per-
line basis shall not exceed $250 per-line
plus two-thirds of the difference be-
tween its uncapped per-line monthly
support and $250. Beginning July 1, 2013
and until June 30, 2014, each study
area’s universal service monthly sup-
port on a per-line basis shall not exceed
$250 per-line plus one third of the dif-
ference between its uncapped per-line
monthly support and $250. Beginning
July 1, 2014, each study area’s universal
service monthly per-line support shall
not exceed $250.

(b) For purposes of this section, uni-
versal service support is defined as the
sum of the amounts calculated pursu-
ant to §§36.605 and 36.631, of this chap-
ter and §§54.301, 54.305, and 54.901
through .904. Line counts for purposes
of this section shall be as of the most
recent line counts reported pursuant to
§36.611(h) of this chapter.

(¢c) The Administrator, in order to
limit support to $250 for affected car-
riers, shall reduce safety net additive
support, high-cost loop support, safety
valve support, and interstate common
line support in proportion to the rel-
ative amounts of each support the
study area would receive absent such
limitation.

[76 FR 73870, Nov. 29, 2011]

§54.304 Administration of Connect
America Fund Intercarrier Com-
pensation Replacement.

(a) The Administrator shall admin-
ister CAF ICC support pursuant to
§51.915 and §51.917 of this chapter.

(b) The funding period is the period
beginning July 1 through June 30 of the
following year.

(c) For price cap carriers that are eli-
gible and elect, pursuant to §51.915(f) of
this chapter, to receive CAF ICC sup-
port, the following provisions govern
the filing of data with the Adminis-
trator, the Commission, and the rel-
evant state commissions and the pay-
ment by the Administrator to those
carriers of CAF ICC support amounts
that the carrier is eligible to receive
pursuant to §51.915 of this chapter.

(1) A price cap carrier seeking CAF
ICC support pursuant to §51.915 of this
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chapter shall file data with the Admin-
istrator, the Commission, and the rel-
evant state commissions no later than
June 30, 2012, for the first year, and no
later than March 31, in subsequent
years, establishing the amount of the
price cap carrier’s eligible CAF ICC
funding during the upcoming funding
period pursuant to §51.915 of this chap-
ter. The amount shall include any true-
ups, pursuant to §51.915 of this chapter,
associated with an earlier funding pe-
riod.

(2) The Administrator shall monthly
pay each price cap carrier one-twelfth
(1/12) of the amount the carrier is eligi-
ble to receive during that funding pe-
riod.

(d) For rate-of-return carriers that
are eligible and elect, pursuant to
§51.917(f) of this chapter, to receive
CAF ICC support, the following provi-
sions govern the filing of data with the
Administrator, the Commission, and
the relevant state commaissions and the
payment by the Administrator to those
carriers of CAF ICC support amounts
that the rate-of-return carrier is eligi-
ble to receive pursuant to §51.917 of
this chapter.

(1) A rate-of-return carrier seeking
CAF ICC support shall file data with
the Administrator, the Commission,
and the relevant state commissions no
later than June 30, 2012, for the first
yvear, and no later than March 31, in
subsequent years, establishing the
rate-of-return carrier’s projected eligi-
bility for CAF ICC funding during the
upcoming funding period pursuant to
§51.917 of this chapter. The projected
amount shall include any true-ups,
pursuant to §51.917 of this chapter, as-
sociated with an earlier funding period.

(2) The Administrator shall monthly
pay each rate-of-return carrier one-
twelfth (1/12) of the amount the carrier
is to be eligible to receive during that
funding period.

[76 FR 73871, Nov. 29, 2011]

§54.305 Sale or transfer of exchanges.

(a) The provisions of this section are
not applicable to the sale or transfer of
exchanges between non-rural carriers
after the complete phase-down of in-
terim hold-harmless support, pursuant
to §54.311, for the non-rural carriers
subject to the transaction. After De-
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cember 31, 2011, the provisions of this
section shall not be used to determine
support for any price cap incumbent
local exchange carrier or a rate-of-re-
turn carrier, as that term is defined in
§54.5 that is affiliated with a price cap
incumbent local exchange carrier.

(b) Beginning January 1, 2012, any
carrier subject to the provisions of this
paragraph shall receive support pursu-
ant to this paragraph or support based
on the actual costs of the acquired ex-
changes, whichever is less. Except as
provided in paragraph (c) of this sec-
tion, a carrier that acquires telephone
exchanges from an unaffiliated carrier
shall receive universal service support
for the acquired exchanges at the same
per-line support levels for which those
exchanges were eligible prior to the
transfer of the exchanges. If the ac-
quired exchanges are incorporated into
an existing rural incumbent local ex-
change carrier study area, the rural in-
cumbent local exchange carrier shall
maintain the costs associated with the
acquired exchanges separate from the
costs associated with its pre-acquisi-
tion study area. The transferred ex-
changes may be eligible for safety
valve support for loop related costs
pursuant to paragraph (d) of this sec-
tion.

(c) A carrier that has entered into a
binding agreement to buy or acquire
exchanges from an unaffiliated carrier
prior to May 7, 1997 will receive uni-
versal service support for the newly ac-
quired lines based upon the average
cost of all of its lines, both those newly
acquired and those it had prior to exe-
cution of the sales agreement.

(d) Transferred exchanges in study
areas operated by rural telephone com-
panies that are subject to the limita-
tions on loop-related universal service
support in paragraph (b) of this section
may be eligible for a safety valve loop
cost expense adjustment based on the
difference between the rural incumbent
local exchange carrier’s index year ex-
pense adjustment and subsequent year
loop cost expense adjustments for the
acquired exchanges. Safety valve loop
cost expense adjustments shall only be
available to rural incumbent local ex-
change carriers that, in the absence of
restrictions on high-cost loop support
in §54.3056(b), would qualify for high-
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cost loop support for the acquired ex-
changes under §36.631 of this chapter.

(1) For carriers that buy or acquire
telephone exchanges on or after Janu-
ary 10, 2005 from an unaffiliated car-
rier, the index year expense adjustment
for the acquiring carrier’s first year of
operation shall equal the selling car-
rier’s loop-related expense adjustment
for the transferred exchanges for the
12-month period prior to the transfer of
the exchanges. At the acquiring car-
rier’s option, the first year of operation
for the transferred exchanges, for pur-
poses of calculating safety valve sup-
port, shall commence at the beginning
of either the first calendar year or the
next calendar quarter following the
transfer of exchanges. For the first
year of operation, a loop cost expense
adjustment, using the costs of the ac-
quired exchanges submitted in accord-
ance with §§36.611 and 36.612 of this
chapter, shall be calculated pursuant
to §36.631 of this chapter and then com-
pared to the index year expense adjust-
ment. Safety valve support for the first
period of operation will then be cal-
culated pursuant to paragraph (d)(3) of
this section. The index year expense
adjustment for years after the first
year of operation shall be determined
using cost data for the first year of op-
eration of the transferred exchanges.
Such cost data for the first year of op-
eration shall be calculated in accord-
ance with §§36.611, 36.612 and 36.631 of
this chapter. For each year, ending on
the same calendar quarter as the first
year of operation, a loop cost expense
adjustment, using the loop costs of the
acquired exchanges, shall be submitted
and calculated pursuant to §§36.611,
36.612, and 36.631 of this chapter and
will be compared to the index year ex-
pense adjustment. Safety valve support
for the second year of operation and
thereafter will then be calculated pur-
suant to paragraph (d)(3) of this sec-
tion.

(2) For carriers that bought or ac-
quired exchanges from an unaffiliated
carrier before January 10, 2005, and are
not subject to the exception in para-
graph (c) of this section, the index year
expense adjustment for acquired ex-
change(s) shall be equal to the rural in-
cumbent local exchange carrier’s high-
cost loop expense adjustment for the

§54.305

acquired exchanges calculated for the
carrier’s first year of operation of the
acquired exchange(s). At the carrier’s
option, the first year of operation of
the transferred exchanges shall com-
mence at the beginning of either the
first calendar year or the next calendar
quarter following the transfer of ex-
changes. The index year expense ad-
justment shall be determined using
cost data for the acquired exchange(s)
submitted in accordance with §§36.611
and 36.612 of this chapter and shall be
calculated in accordance with §36.631 of
this chapter. The index year expense
adjustment for rural telephone compa-
nies that have operated exchanges sub-
ject to this section for more than a full
year on the effective date of this para-
graph shall be based on loop cost data
submitted in accordance with §36.612 of
this chapter for the year ending on the
nearest calendar quarter following the
effective date of this paragraph. For
each subsequent year, ending on the
same calendar quarter as the index
year, a loop cost expense adjustment,
using the costs of the acquired ex-
changes, will be calculated pursuant to
§36.631 of this chapter and will be com-
pared to the index year expense adjust-
ment. Safety valve support is cal-
culated pursuant to paragraph (d)(3) of
this section.

(3) Up to fifty (60) percent of any
positive difference between the trans-
ferred exchanges loop cost expense ad-
justment and the index year expense
adjustment will be designated as the
transferred exchange’s safety valve
loop cost expense adjustment and will
be available in addition to the per-line
loop-related support transferred from
the selling carrier to the acquiring car-
rier pursuant to §54.305(b). In no event
shall a study area’s safety valve loop
cost expense adjustment exceed the dif-
ference between the carrier’s study
area loop cost expense adjustment cal-
culated pursuant to §36.631 of this
chapter and transferred support
amounts available to the acquired ex-
change(s) under paragraph (b) of this
section. Safety valve support shall not
transfer with acquired exchanges.

(e) The sum of the safety valve loop
cost expense adjustment for all eligible
study areas operated by rural tele-
phone companies shall not exceed five
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(5) percent of the total rural incumbent
local exchange carrier portion of the
annual nationwide loop cost expense
adjustment calculated pursuant to
§36.603 of this chapter. The five (5) per-
cent cap on the safety valve mecha-
nism shall be based on the lesser of the
rural incumbent local exchange carrier
portion of the annual nationwide loop
cost expense adjustment calculated
pursuant to §36.603 of this chapter or
the sum of rural incumbent local ex-
change carrier expense adjustments
calculated pursuant to §36.631 of this
chapter. The percentage multiplier
used to derive study area safety valve
loop cost expense adjustments for rural
telephone companies shall be the lesser
of fifty (50) percent or a percentage cal-
culated to produce the maximum total
safety valve loop cost expense adjust-
ment for all eligible study areas pursu-
ant to this paragraph. The safety valve
loop cost expense adjustment of an in-
dividual rural incumbent local ex-
change carrier also may be further re-
duced as described in paragraph (d)(3)
of this section.

(f) Once an acquisition is complete,
the acquiring rural incumbent local ex-
change carrier shall provide written
notice to the Administrator that it has
acquired access lines that may be eligi-
ble for safety valve support. Rural tele-
phone companies also shall provide
written notice to the Administrator de-
fining their index year for those years
after the first year of operation for
purposes of calculating the safety valve
loop cost expense adjustment.

[70 FR 10060, Mar. 2, 2005, as amended at 76
FR 73871, Nov. 29, 2011]

§54.307 Support to a competitive eligi-
ble telecommunications carrier.

(a) Calculation of support. A competi-
tive eligible telecommunications car-
rier shall receive universal service sup-
port to the extent that the competitive
eligible telecommunications carrier
captures the subscriber lines of an in-
cumbent local exchange carrier (LEC)
or serves new subscriber lines in the in-
cumbent LEC’s service area.

(1) A competitive eligible tele-
communications carrier serving loops
in the service area of a rural incum-
bent local exchange carrier, as that
term is defined in §54.5 of this chapter,
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shall receive support for each line it
serves in a particular service area
based on the support the incumbent
LEC would receive for each such line,
disaggregated by cost zone if
disaggregation zones have been estab-
lished within the service area pursuant
to §54.315 of this subpart. A competi-
tive eligible telecommunications car-
rier serving loops in the service area of
a non-rural incumbent local exchange
carrier shall receive support for each
line it serves in a particular wire cen-
ter based on the support the incumbent
LEC would receive for each such line. A
competitive eligible telecommuni-
cations carrier serving loops in the
service area of a rate-of-return carrier
shall be eligible to receive Interstate
Common Line Support for each line it
serves in the service area in accordance
with the formula in §54.901.

(2) A competitive eligible tele-
communications carrier that uses
switching purchased as unbundled net-
work elements pursuant to §51.307 of
this chapter to provide the supported
services shall receive the lesser of the
unbundled network element price for
switching or the per-line DEM support
of the incumbent LEC, if any. A com-
petitive eligible telecommunications
carrier that uses loops purchased as
unbundled network elements pursuant
to §51.307 of this chapter to provide the
supported services shall receive the
lesser of the unbundled network ele-
ment price for the loop or the incum-
bent LEC’s per-line payment from the
high-cost loop support, LTS, and Inter-
state Common Line Support mecha-
nisms, if any. The incumbent LEC pro-
viding nondiscriminatory access to
unbundled network elements to such
competitive eligible telecommuni-
cations carrier shall receive the dif-
ference between the level of universal
service support provided to the com-
petitive eligible telecommunications
carrier and the per-customer level of
support that the incumbent LEC would
have received.

(3) A competitive eligible tele-
communications carrier that provides
the supported services using neither
unbundled network elements purchased
pursuant to §51.307 of this chapter nor
wholesale service purchased pursuant
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to section 251(c)(4) of the Act will re-
ceive the full amount of universal serv-
ice support that the incumbent LEC
would have received for that customer.

(b) In order to receive support pursu-
ant to this subpart, a competitive eligi-
ble telecommunications carrier must
report to the Administrator the num-
ber of working loops it serves in a serv-
ice area pursuant to the schedule set
forth in paragraph (c) of this section.
For a competitive eligible tele-
communications carrier serving loops
in the service area of a rural incum-
bent local exchange carrier, as that
term is defined in §54.5, the carrier
must report, by customer class, the
number of working loops it serves in
the service area, disaggregated by cost
zone if disaggregation zones have been
established within the service area pur-
suant to §54.315. For a competitive eli-
gible telecommunications carrier serv-
ing loops in the service area of a non-
rural telephone company, the carrier
must report the number of working
loops it serves in the service area, by
customer class if the non-rural tele-
phone company receives Interstate
Common Line Support pursuant to
§54.901 and by disaggregation zone if
disaggregation zones have been estab-
lished within the service area pursuant
to §54.315 of this subpart, and the num-
ber of working loops it serves in each
wire center in the service area. For
universal service support purposes,
working loops are defined as the num-
ber of working Exchange Line C&WF
loops used jointly for exchange and
message telecommunications service,
including C&WF subscriber lines asso-
ciated with pay telephones in C&WF
Category 1, but excluding WATS closed
end access and TWX service. Competi-
tive eligible telecommunications car-
riers providing mobile wireless service
in an incumbent LEC’s service area
shall use the customer’s billing address
for purposes of identifying the service
location of a mobile wireless customer
in a service area.

(c) A competitive eligible tele-
communications carrier must submit
the data required pursuant to para-
graph (b) of this section according to
the schedule.
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(1) No later than July 31st of each
year, submit data as of December 31st
of the previous calendar year;

(2) No later than September 30th of
each year, submit data as of March 31st
of the existing calendar year;

(3) No later than December 30th of
each year, submit data as of June 30th
of the existing calendar year;

(4) No later than March 30th of each
year, submit data as of September 30th
of the previous calendar year.

(d) Newly designated eligible tele-
communications carriers. Notwith-
standing the deadlines in paragraph (c)
of this section, a carrier shall be eligi-
ble to receive support as of the effec-
tive date of its designation as an eligi-
ble telecommunications carrier under
section 214(e)(2) or (e)(6), provided that
it submits the data required pursuant
to paragraph (b) of this section within
60 days of that effective date. There-
after, the eligible telecommunications
carrier must submit the data required
in paragraph (b) of this section pursu-
ant to the schedule in paragraph (c) of
this section.

(e) Support Beginning January 1, 2012.
Competitive eligible telecommuni-
cations carriers will, beginning Janu-
ary 1, 2012, receive support based on the
methodology described in this para-
graph and not based on paragraph (a) of
this section.

(1) Baseline Support Amount. Each
competitive eligible telecommuni-
cation carrier will have a ‘‘baseline
support amount’ equal to its total 2011
support in a given study area, or an
amount equal to $3,000 times the num-
ber of reported lines for 2011, whichever
is lower. HEach competitive eligible
telecommunications carrier will have a
“monthly baseline support amount”
equal to its baseline support amount
divided by twelve.

(i) ‘“‘Total 2011 support’” 1is the
amount of support disbursed to a com-
petitive eligible telecommunication
carrier for 2011, without regard to prior
period adjustments related to years
other than 2011 and as determined by
the Administrator on January 31, 2012.

(ii) For the purpose of calculating the
$3,000 per line limit, the average of
lines reported by a competitive eligible
telecommunication carrier pursuant to
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line count filings required for Decem-
ber 31, 2010, and December 31, 2011 shall
be used. The $3,000 per line limit shall
be applied to support amounts deter-
mined for each incumbent study area
served by the competitive eligible tele-
communications carrier.

(2) Monthly Support Amounts. Com-
petitive eligible telecommunications
carriers shall receive the following sup-
port amounts, except as provided in
paragraphs (e)(3) through (e)(6) of this
section.

(i) From January 1, 2012, to June 30,
2012, each competitive eligible tele-
communications carrier shall receive
its monthly baseline support amount
each month.

(ii) From July 1, 2012 to June 30, 2013,
each competitive eligible tele-
communications carrier shall receive
80 percent of its monthly baseline sup-
port amount each month.

(iii) From July 1, 2013, to June 30,
2014, each competitive eligible tele-
communications carrier shall receive
60 percent of its monthly baseline sup-
port amount each month.

(iv) From July 1, 2014, to June 30,
2015, each competitive eligible tele-
communications carrier shall receive
40 percent of its monthly baseline sup-
port amount each month.

(v) From July 1, 2015, to June 30, 2016,
each competitive eligible tele-
communications carrier shall receive
20 percent of its monthly baseline sup-
port amount each month.

(vi) Beginning July 1, 2016, no com-
petitive eligible telecommunications
carrier shall receive universal service
support pursuant to this section.

(3) Delayed Phase Down for Remote
Areas in Alaska. Certain competitive el-
igible telecommunications carriers
serving remote areas in Alaska shall
have their support phased down on a
later schedule than that described in
paragraph (e)(2) of this section.

(i) Remote Areas in Alaska. For the
purpose of this paragraph, ‘‘remote
areas in Alaska’ includes all of Alaska
except;

(A) The ACS-Anchorage incumbent
study area;

(B) The
study area;

ACS-Juneau incumbent
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©) The fairbankszonel
disaggregation zone in the ACS-Fair-
banks incumbent study area; and

(D) The Chugiak 1 and 2 and Eagle
River 1 and 2 disaggregation zones of
the Matunuska Telephone Association
incumbent study area.

(i1) Carriers Subject to Delayed Phase
Down. A competitive eligible tele-
communications carrier shall be sub-
ject to the delayed phase down de-
scribed in paragraph (e)(3) of this sec-
tion to the extent that it serves remote
areas in Alaska, and it certified that it
served covered locations in its Sep-
tember 30, 2011, filing of line counts
with the Administrator. To the extent
a competitive eligible telecommuni-
cations carrier serving Alaska is not
subject to the delayed phase down, it
will be subject to the phase down of
support on the schedule described in
paragraph (e)(2) of this section.

(iii) Baseline for Delayed Phase Down.
For purpose of the delayed phase down
for remote areas in Alaska, the base-
line amount for each competitive eligi-
ble telecommunications carrier subject
to the delayed phase down shall be the
annualized monthly support amount
received for June 2014 or the last full
month prior to the implementation of
Mobility Fund Phase II, whichever is
later.

(iv) Monthly Support Amounts. Com-
petitive eligible telecommunications
carriers subject to the delayed phase
down for remote areas in Alaska shall
receive the following support amounts,
except as provided in paragraphs (e)(4)
through (e)(6) of this section.

(A) From July 1, 2014 to June 30, 2015,
each competitive eligible tele-
communications carrier shall receive
80 percent of its monthly baseline sup-
port amount each month.

(B) From July 1, 2015, to June 30,
2016, each competitive eligible tele-
communications carrier shall receive
60 percent of its monthly baseline sup-
port amount each month.

(C) From July 1, 2016, to June 30, 2017,
each competitive eligible tele-
communications carrier shall receive
40 percent of its monthly baseline sup-
port amount each month.

(D) From July 1, 2017, to June 30,
2018, each competitive eligible tele-
communications carrier shall receive
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20 percent of its monthly baseline sup-
port amount each month.

(E) Beginning July 1, 2018, no com-
petitive eligible telecommunications
carrier serving remote areas in Alaska
shall receive universal service support
pursuant to this section.

(v) Interim Support for Remote Areas in
Alaska. From January 1, 2012, until
June 30, 2014 or the last full month
prior to the implementation of Mobil-
ity Fund Phase II, whichever is later,
competitive eligible telecommuni-
cations carriers subject to the delayed
phase down for remote areas in Alaska
shall continue to receive the support,
as calculated by the Administrator,
that each competitive telecommuni-
cations carrier would have received
under the frozen per-line support
amount as of December 31, 2011 capped
at $3,000 per year, provided that the
total amount of support for all such
competitive eligible telecommuni-
cations carriers shall be capped pursu-
ant to paragraph (e)(3)(v)(A) of this sec-
tion.

(A) Cap Amount. The total amount of
support available on an annual basis
for competitive eligible telecommuni-
cations carriers subject to the delayed
phase down for remote areas in Alaska
shall be equal to the sum of ‘“‘total 2011
support,” as defined in paragraph
(e)(1)(i) of this section, received by all
competitive eligible telecommuni-
cations carriers subject to the delayed
phase down for serving remote areas in
Alaska.

(B) Reduction Factor. To effectuate
the cap, the Administrator shall apply
a reduction factor as necessary to the
support that would otherwise be re-
ceived by all competitive eligible tele-
communications carriers serving re-
mote areas in Alaska subject to the de-
layed phase down. The reduction factor
will be calculated by dividing the total
amount of support available amount by
the total support amount calculated
for those carriers in the absence of the
cap.

(4) Further reductions. If a competi-
tive eligible telecommunications car-
rier ceases to provide services to high-
cost areas it had previously served, the
Commission may reduce its baseline
support amount.
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(5) Implementation of Mobility Fund
Phase II Required. In the event that the
implementation of Mobility Fund
Phase II has not occurred by June 30,
2014, competitive eligible telecommuni-
cations carriers will continue to re-
ceive support at the level described in
paragraph (e)(2)(iii) of this section
until Mobility Fund Phase II is imple-
mented. In the event that Mobility
Fund Phase II for Tribal lands is not
implemented by June 30, 2014, competi-
tive eligible telecommunications car-
riers serving Tribal lands shall con-
tinue to receive support at the level de-
scribed in paragraph (e)(2)(iii) of this
section until Mobility Fund Phase II
for Tribal lands is implemented, except
that competitive eligible telecommuni-
cations carriers serving remote areas
in Alaska and subject to paragraph
(e)(3) of this section shall continue to
receive support at the level described
in paragraph (e)(3)(v) of this section.

(6) Eligibility after Implementation of
Mobility Fund Phase I1. If a competitive
eligible telecommunications carrier be-
comes eligible to receive high-cost sup-
port pursuant to the Mobility Fund
Phase II, it will cease to be eligible for
phase-down support in the first month
for which it receives Mobility Fund
Phase II support.

(7) Line Count Filings. Competitive el-
igible telecommunications carriers, ex-
cept those subject to the delayed phase
down described in paragraph (e)(3) of
this section, shall no longer be required
to file line counts beginning January 1,
2012. Competitive eligible tele-
communications carriers subject to the
delayed phase down described in para-
graph (e)(3) of this section shall no
longer be required to file line counts
beginning July 1, 2014, or the date after
the first line count filing following the
implementation of Mobility Fund
Phase II, whichever is later.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2128, Jan. 13, 1998; 64 FR 67431, Dec. 1,
1999; 65 FR 26516, May 8, 2000; 66 FR 30087,
June 5, 2001; 66 FR 59726, Nov. 30, 2001; 68 FR
31623, May 28, 2003; 69 FR 34602, June 22, 2004;
70 FR 29979, May 25, 2005; 76 FR 73871, Nov. 29,
2011; 77 FR 14302, Mar. 9, 2012; 77 FR 30913,
May 24, 2012; 77 FR 52618, Aug. 30, 2012]
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§54.309 Calculation and distribution
of forward-looking support for non-
rural carriers.

(a) Calculation of total support avail-
able per state. Beginning January 1,
2000, non-rural incumbent Ilocal ex-
change carriers, and eligible tele-
communications carriers serving lines
in the service areas of non-rural incum-
bent local exchange carriers, shall re-
ceive universal service support for the
forward-looking economic costs of pro-
viding supported services in high-cost
areas, provided that the State in which
the lines served by the carrier are lo-
cated has complied with the certifi-
cation requirements in §54.313. The
total amount of forward-looking sup-
port available in each State shall be
determined according to the following
methodology:

(1) For each State, the Commission’s
cost model shall determine the state-
wide average forward-looking economic
cost (FLEC) per line of providing the
supported services. The statewide aver-
age FLEC per line shall equal the total
FLEC for non-rural carriers to provide
the supported services in the State, di-
vided by the number of switched lines
used in the Commission’s cost model.
The total FLEC shall equal average
FLEC multiplied by the number of
switched lines used in the Commis-
sion’s cost model.

(2) The Commission’s cost model
shall determine the national average
FLEC per line of providing the sup-
ported services. The national average
FLEC per line shall equal the total
FLEC for non-rural carriers to provide
the supported services in all States, di-
vided by the total number of switched
lines in all States used in the Commis-
sion’s cost model.

(3) The national cost benchmark
shall equal two weighted standard devi-
ations above the national average
FLEC per line.

(4) Support calculated pursuant to
this section shall be provided to non-
rural carriers in each State where the
statewide average FLEC per line ex-
ceeds the national cost benchmark.
The total amount of support provided
to non-rural carriers in each State
where the statewide average FLEC per
line exceeds the national cost bench-
mark shall equal 76 percent of the
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amount of the statewide average FLEC
per line that exceeds the national cost
benchmark, multiplied by the number
of lines reported pursuant to
§§36.611,36.612, and 54.307 of this chap-
ter.

(5) In the event that a State’s state-
wide average FLEC per line does not
exceed the national cost benchmark,
non-rural carriers in such State shall
be eligible for support pursuant to
§54.311. In the event that a State’s
statewide average FLEC per line ex-
ceeds the national cost benchmark, but
the amount of support otherwise pro-
vided to a non-rural carrier in that
State pursuant to this section is less
than the amount that would be pro-
vided pursuant to §54.311, the carrier
shall be eligible for support pursuant
to §54.311.

(b) Distribution of total support avail-
able per state. The total amount of sup-
port available per State calculated pur-
suant to paragraph (a) of this section
shall be distributed to non-rural in-
cumbent local exchange carriers, and
eligible telecommunications carriers
serving lines in the service areas of
non-rural incumbent local exchange
carriers, in the following manner:

(1) The Commission’s cost model
shall determine the percentage of the
total amount of support available in
the State for each wire center by calcu-
lating the ratio of the wire center’s
FLEC above the national cost bench-
mark to the total FLEC above the na-
tional cost benchmark of all wire cen-
ters within the State. A wire center’s
FLEC above the national cost bench-
mark shall be equal to the wire cen-
ter’s average FLEC per line above the
national cost benchmark, multiplied
by the number of switched lines in the
wire center used in the Commission’s
cost model;

(2) The total amount of support dis-
tributed to each wire center shall be
equal to the percentage calculated for
the wire center pursuant to paragraph
(b)(1) of this section multiplied by the
total amount of support available in
the state;

(3) The total amount of support for
each wire center pursuant to paragraph
(b)(2) of this section shall be divided by
the number of lines in the wire center
reported pursuant to §§36.611, 36.612,
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and 54.307 of this chapter to determine
the per-line amount of forward-looking
support for that wire center;

(4) The per-line amount of support for
each wire center pursuant to paragraph
(b)(3) of this section shall be multiplied
by the number of lines served by a non-
rural incumbent local exchange carrier
in that wire center, or by an eligible
telecommunications carrier in that
wire center, as reported pursuant to
§§36.611,36.612, and 54.307 of this chap-
ter, to determine the amount of for-
ward-looking support to be provided to
that carrier.

(6) The total amount of support cal-
culated for each wire center pursuant
to paragraph (b)(4) of this section shall
be divided by the number of lines in the
wire center to determine the per-line
amount of forward-looking support for
that wire center;

(6) The per-line amount of support for
a wire center calculated pursuant to
paragraph (b)(5) of the section shall be
multiplied by the number of lines
served by a non-rural incumbent local
exchange carrier in that wire center, or
by an eligible telecommunications car-
rier in that wire center, to determine
the amount of forward-looking support
to be provided to that carrier.

(c) Petition for waiver. Pursuant to
section 1.3 of this chapter, any State
may file a petition for waiver of para-
graph (b) of this section, asking the
Commission to distribute support cal-
culated pursuant to paragraph (a) of
this section to a geographic area dif-
ferent than the wire center. Such peti-
tion must contain a description of the
particular geographic level to which
the State desires support to be distrib-
uted, and an explanation of how waiver
of paragraph (b) of this section will fur-
ther the preservation and advancement
of universal service within the State.

(d) Support after December 31, 2011. Be-
ginning January 1, 2012, no carrier
shall receive support under this rule.

[64 FR 67431, Dec. 1, 1999, as amended at 65
FR 26516, May 8, 2000; 68 FR 69626, Dec. 15,
2003; 76 FR 73872, Nov. 29, 2011]

§54.312 Connect America Fund for
Price Cap Territories—Phase 1.

(a) Frozen High-Cost Support. Begin-

ning January 1, 2012, each price cap

local exchange carrier and rate-of-re-
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turn carrier affiliated with a price cap
local exchange carrier will have a
‘“‘baseline support amount’ equal to its
total 2011 support in a given study
area, or an amount equal to $3,000
times the number of reported lines for
2011, whichever is lower. For purposes
of this section, price cap carriers are
defined pursuant to §61.3(aa) of this
chapter and affiliated companies are
determined by §32.9000 of this chapter.
Each price cap local exchange carrier
and rate-of-return carrier affiliated
with a price cap local exchange carrier
will have a ‘“‘monthly baseline support
amount’ equal to its baseline support
amount divided by twelve. Beginning
January 1, 2012, on a monthly basis, eli-
gible carriers will receive their month-
1y baseline support amount.

(1) ““Total 2011 support” is the
amount of support disbursed to a price
cap local exchange carrier or rate-of-
return carrier affiliated with a price
cap local exchange carrier for 2011,
without regard to prior period adjust-
ments related to years other than 2011
and as determined by USAC on Janu-
ary 31, 2012.

(2) For the purpose of calculating the
$3,000 per line limit, the average of
lines reported by a price cap local ex-
change carrier or rate-of-return carrier
affiliated with a price cap local ex-
change carrier pursuant to line count
filings required for December 31, 2010,
and December 31, 2011 shall be used.

(8) A carrier receiving frozen high
cost support under this rule shall be
deemed to be receiving Interstate Ac-
cess Support and Interstate Common
Line Support equal to the amount of
support the carrier to which the carrier
was eligible under those mechanisms in
2011.

(b) Incremental Support. Beginning
January 1, 2012, support in addition to
baseline support defined in paragraph
(a) of this section will be available for
certain price cap local exchange car-
riers and rate-of-return carriers affili-
ated with price cap local exchange car-
riers as follows.

(1) For each carrier for which the
Wireline Competition Bureau deter-
mines that it has appropriate data or
for which it determines that it can
make reasonable estimates, the Bureau
will determine an average per-location
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cost for each wire center using a sim-
plified cost-estimation function de-
rived from the Commission’s cost
model. Incremental support will be
based on the wire centers for which the
estimated per-location cost exceeds the
funding threshold. The funding thresh-
old will be determined by calculating
which funding threshold would allocate
all available incremental support, if
each carrier that would be offered in-
cremental support were to accept it.

(2) An eligible telecommunications
carrier accepting incremental support
must deploy broadband to a number of
unserved locations, as shown as
unserved by fixed broadband on the
then-current version of the National
Broadband Map, equal to the amount of
incremental support it accepts divided
by $775.

(3) A carrier may elect to accept or
decline incremental support. A holding
company may do so on a holding-com-
pany basis on behalf of its operating
companies that are eligible tele-
communications carriers, whose eligi-
bility for incremental support, for
these purposes, shall be considered on
an aggregated basis. A carrier must
provide notice to the Commission, rel-
evant state commissions, and any af-
fected Tribal government, stating the
amount of incremental support it wish-
es to accept and identifying the areas
by wire center and census block in
which the designated eligible tele-
communications carrier will deploy
broadband to meet its deployment obli-
gation, or stating that it declines in-
cremental support. Such notification
must be made within 90 days of being
notified of any incremental support for
which it would be eligible. Along with
its notification, a carrier accepting in-
cremental support must also submit a
certification that the locations to be
served to satisfy the deployment obli-
gation are not shown as served by fixed
broadband provided by any entity
other than the certifying entity or its
affiliate on the then-current version of
the National Broadband Map; that, to
the best of the carrier’s knowledge, the
locations are, in fact, unserved by fixed
broadband; that the carrier’s current
capital improvement plan did not al-
ready include plans to complete
broadband deployment within the next
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three years to the locations to be
counted to satisfy the deployment obli-
gation; and that incremental support
will not be used to satisfy any merger
commitment or similar regulatory ob-
ligation.

(4) An eligible telecommunications
carrier must complete deployment of
broadband to two-thirds of the required
number of locations within two years
of providing notification of acceptance
of funding, and must complete deploy-
ment to all required locations within
three years. To satisfy its deployment
obligation, the eligible telecommuni-
cations carrier must offer broadband
service to such locations of at least 4
Mbps downstream and 1 Mbps up-
stream, with latency sufficiently low
to enable the use of real-time commu-
nications, including Voice over Inter-
net Protocol, and with usage caps, if
any, that are reasonably comparable to
comparable offerings in urban areas.

[76 FR 73872, Nov. 29, 2011, as amended at 77
FR 31536, May 29, 2012]

§54.313 Annual reporting require-
ments for high-cost recipients.

(a) Any recipient of high-cost support
shall provide:

(1) A progress report on its five-year
service quality improvement plan pur-
suant to §54.202(a), including maps de-
tailing its progress towards meeting its
plan targets, an explanation of how
much universal service support was re-
ceived and how it was used to improve
service quality, coverage, or capacity,
and an explanation regarding any net-
work improvement targets that have
not been fulfilled in the prior calendar
year. The information shall be sub-
mitted at the wire center level or cen-
sus block as appropriate;

(2) Detailed information on any out-
age in the prior calendar year, as that
term is defined in 47 CFR 4.5, of at
least 30 minutes in duration for each
service area in which an eligible tele-
communications carrier is designated
for any facilities it owns, operates,
leases, or otherwise utilizes that poten-
tially affect

(i) At least ten percent of the end
users served in a designated service
area; or

(ii) A 911 special facility, as defined
in 47 CFR 4.5(e).
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(iii) Specifically, the eligible tele-
communications carrier’s annual re-
port must include information detail-
ing:

(A) The date and time of onset of the
outage;

(B) A brief description of the outage
and its resolution;

(C) The particular services affected;

(D) The geographic areas affected by
the outage;

(E) Steps taken to prevent a similar
situation in the future; and

(F) The number of customers af-
fected.

(3) The number of requests for service
from potential customers within the
recipient’s service areas that were
unfulfilled during the prior calendar
year. The carrier shall also detail how
it attempted to provide service to
those potential customers;

(4) The number of complaints per
1,000 connections (fixed or mobile) in
the prior calendar year;

(5) Certification that it is complying
with applicable service quality stand-
ards and consumer protection rules;

(6) Certification that the carrier is
able to function in emergency situa-
tions as set forth in §54.202(a)(2);

(7) The company’s price offerings in a
format as specified by the Wireline
Competition Bureau;

(8) The recipient’s holding company,
operating companies, affiliates, and
any branding (a ‘‘dba,” or ‘‘doing-busi-
ness-as company’” or brand designa-
tion), as well as universal service iden-
tifiers for each such entity by Study
Area Codes, as that term is used by the
Administrator. For purposes of this
paragraph, ‘‘affiliates” has the mean-
ing set forth in section 3(2) of the Com-
munications Act of 1934, as amended;

(9) Beginning April 1, 2013. To the ex-
tent the recipient serves Tribal lands,
documents or information dem-
onstrating that the ETC had discus-
sions with Tribal governments that, at
a minimum, included:

(i) A needs assessment and deploy-
ment planning with a focus on Tribal
community anchor institutions;

(ii) Feasibility and sustainability
planning;

(iii) Marketing services
turally sensitive manner;

in a cul-
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(iv) Rights of way processes, land use
permitting, facilities siting, environ-
mental and cultural preservation re-
view processes; and

(v) Compliance with Tribal business
and licensing requirements. Tribal
business and licensing requirements in-
clude business practice licenses that
Tribal and non-Tribal business entities,
whether located on or off Tribal lands,
must obtain upon application to the
relevant Tribal government office or
division to conduct any business or
trade, or deliver any goods or services
to the Tribes, Tribal members, or Trib-
al lands. These include certificates of
public convenience and necessity, Trib-
al business licenses, master licenses,
and other related forms of Tribal gov-
ernment licensure.

(10) Beginning July 1, 2013. A letter
certifying that the pricing of the com-
pany’s voice services is no more than
two standard deviations above the ap-
plicable national average urban rate
for voice service, as specified in the
most recent public notice issued by the
Wireline Competition Bureau and Wire-
less Telecommunications Bureau; and

(11) Beginning July 1, 2013. The results
of network performance tests pursuant
to the methodology and in the format
determined by the Wireline Competi-
tion Bureau, Wireless Telecommuni-
cations Bureau, and Office of Engineer-
ing and Technology and the informa-
tion and data required by this para-
graphs (a)(1) through (7) of this section
separately broken out for both voice
and broadband service.

(b) In addition to the information
and certifications in paragraph (a) of
this section, any recipient of incre-
mental CAF Phase I support pursuant
to §54.312(b) shall provide:

(1) In its next annual report due after
two years after filing a notice of ac-
ceptance of funding pursuant to
§54.312(b), a certification that the com-
pany has deployed to no fewer than
two-thirds of the required number of
locations; and

(2) In its next annual report due after
three years after filing a notice of ac-
ceptance of funding pursuant to
§54.312(b), a certification that the com-
pany has deployed to all required loca-
tions and that it is offering broadband
service of at least 4 Mbps downstream
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and 1 Mbps upstream, with latency suf-
ficiently low to enable the use of real-
time communications, including Voice
over Internet Protocol, and with usage
caps, if any, that are reasonably com-
parable to those in urban areas.

(c) In addition to the information and
certifications in paragraph (a) of this
section, price cap carriers that receive
frozen high-cost support pursuant to
§54.312(a) shall provide:

(1) By July 1, 2013. A certification
that frozen high-cost support the com-
pany received in 2012 was used con-
sistent with the goal of achieving uni-
versal availability of voice and
broadband;

(2) By July 1, 2014. A certification
that at least one-third of the frozen-
high cost support the company re-
ceived in 2013 was used to build and op-
erate broadband-capable networks used
to offer the provider’s own retail
broadband service in areas substan-
tially unserved by an unsubsidized
competitor;

(3) By July 1, 2015. A certification
that at least two-thirds of the frozen-
high cost support the company re-
ceived in 2014 was used to build and op-
erate broadband-capable networks used
to offer the provider’s own retail
broadband service in areas substan-
tially unserved by an unsubsidized
competitor; and

(4) By July 1, 2016 and in subsequent
years. A certification that all frozen-
high cost support the company re-
ceived in the previous year was used to
build and operate broadband-capable
networks used to offer the provider’s
own retail broadband service in areas
substantially unserved by an unsub-
sidized competitor.

(d) In addition to the information
and certifications in paragraph (a) of
this section, beginning July 1, 2013,
price cap carriers receiving high-cost
support to offset reductions in access
charges shall provide a certification
that the support received pursuant to
§54.304 in the prior calendar year was
used to build and operate broadband-
capable networks used to offer pro-
vider’s own retail service in areas sub-
stantially unserved by an unsubsidized
competitor.

(e) In addition to the information and
certifications in paragraph (a) of this
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section, any recipient of CAF Phase II
support shall provide:

(1) In the calendar year no later than
three years after implementation of CAF
Phase II. A certification that the com-
pany is providing broadband service to
85% of its supported locations at actual
speeds of at least 4 Mbps downstream/1
Mbps upstream, with latency suitable
for real-time applications, including
Voice over Internet Protocol, and
usage capacity that is reasonably com-
parable to comparable offerings in
urban areas as determined in an annual
survey.

(2) In the calendar year no later than
five years after implementation of CAF
Phase II. A certification that the com-
pany is providing broadband service to
100% of its supported locations at ac-
tual speeds of at least 4 Mbps down-
stream/1 Mbps upstream, and a per-
centage of supported locations, to be
specified by the Wireline Competition
Bureau, at actual speeds of at least 6
Mbps downstream/1.5 Mbps upstream,
with latency suitable for real-time ap-
plications, including Voice over Inter-
net Protocol, and usage capacity that
is reasonably comparable to com-
parable offerings in urban areas as de-
termined in an annual survey.

(3) Beginning July 1, 2014. A progress
report on the company’s five-year serv-
ice quality plan pursuant to §54.202(a),
including the following information:

(i) A letter certifying that it is meet-
ing the interim deployment milestones
as set forth, and that it is taking rea-
sonable steps to meet increased speed
obligations that will exist for all sup-
ported locations at the expiration of
the five-year term for CAF Phase II
funding; and

(ii) The number, names, and address-
es of community anchor institutions to
which the ETC newly began providing
access to broadband service in the pre-
ceding calendar year.

(f) In addition to the information and
certifications in paragraph (a) of this
section, any rate-of-return carrier shall
provide:

(1) Beginning July 1, 2014. A progress
report on its five-year service quality
plan pursuant to §54.202(a) that in-
cludes the following information:

(i) A letter certifying that it is tak-
ing reasonable steps to provide upon
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reasonable request broadband service
at actual speeds of at least 4 Mbps
downstream/l Mbps upstream, with la-
tency suitable for real-time applica-
tions, including Voice over Internet
Protocol, and usage capacity that is
reasonably comparable to comparable
offerings in urban areas as determined
in an annual survey, and that requests
for such service are met within a rea-
sonable amount of time; and

(ii) The number, names, and address-
es of community anchor institutions to
which the ETC newly began providing
access to broadband service in the pre-
ceding calendar year.

(2) Privately held rate-of-return carriers
only. A full and complete annual report
of the company’s financial condition
and operations as of the end of the pre-
ceding fiscal year, which is audited and
certified by an independent certified
public accountant in a form satisfac-
tory to the Commission, and accom-
panied by a report of such audit. The
annual report shall include balance
sheets, income statements, and cash
flow statements along with necessary
notes to clarify the financial state-
ments. The income statements shall
itemize revenue, including non-regu-
lated revenue, by its sources. In lieu of
filing this annual report, any ETC that
files annual financial reports with the
Rural Utilities Service may instead file
a copy of its report to the Rural Utili-
ties Service.

(g) Areas with No Terrestrial Backhaul.
Carriers without access to terrestrial
backhaul that are compelled to rely ex-
clusively on satellite backhaul in their
study area must certify annually that
no terrestrial backhaul options exist.
Any such funding recipients must cer-
tify they offer broadband service at ac-
tual speeds of at least 1 Mbps down-
stream and 256 Kkbps upstream within
the supported area served by satellite
middle-mile facilities. To the extent
that new terrestrial backhaul facilities
are constructed, or existing facilities
improve sufficiently to meet the rel-
evant speed, latency and capacity re-
quirements then in effect for
broadband service supported by the
CAF, within twelve months of the new
backhaul facilities becoming commer-
cially available, funding recipients
must provide the certifications re-
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quired in paragraphs (e) or (f) of this
section in full. Carriers subject to this
paragraph must comply with all other
requirements set forth in the remain-
ing paragraphs of this section.

(h) Additional voice rate data. (1) All
incumbent local exchange carrier re-
cipients of high-cost support must re-
port all of their rates for residential
local service for all portions of their
service area, as well as state fees as de-
fined pursuant to §54.318(e), to the ex-
tent the sum of those rates and fees are
below the rate floor as defined in
§54.318, and the number of lines for
each rate specified. Carriers shall re-
port lines and rates in effect as of June
1.

(2) In addition to the annual filing,
local exchange carriers may file up-
dates of their rates for residential local
service, as well as state fees as defined
pursuant to §54.318(e), on January 2 of
each year. If a local exchange carrier
reduces its rates and the sum of the re-
duced rates and state fees are below
the rate floor as defined in §54.318, the
local exchange carrier shall file such
an update. For the update, carriers
shall report lines and rates in effect as
of December 1.

(i) All reports pursuant to this sec-
tion shall be filed with the Office of the
Secretary of the Commission clearly
referencing WC Docket No. 10-90, and
with the Administrator, and the rel-
evant state commissions, relevant au-
thority in a U.S. Territory, or Tribal
governments, as appropriate.

(j) Filing deadlines. In order for a re-
cipient of high-cost support to con-
tinue to receive support for the fol-
lowing calendar year, or retain its eli-
gible telecommunications carrier des-
ignation, it must submit the annual re-
porting information required by this
section no later than July 1, 2012, ex-
cept as otherwise specified in this sec-
tion to begin in a subsequent year, and
thereafter annually by July 1 of each
year. Eligible telecommunications car-
riers that file their reports after the
July 1 deadline shall receive support
pursuant to the following schedule:

(1) Eligible telecommunication car-
riers that file no later than October 1
shall receive support for the second,
third and fourth quarters of the subse-
quent year.
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(2) Eligible telecommunication car-
riers that file no later than January 1
of the subsequent year shall receive
support for the third and fourth quar-
ters of the subsequent year.

(3) Eligible telecommunication car-
riers that file no later than April 1 of
the subsequent year shall receive sup-
port for the fourth quarter of the sub-
sequent year.

(k) This section does not apply to re-
cipients that solely receive support
from the Phase I Mobility Fund.

[76 FR 73873, Nov. 29, 2011, as amended at 77
FR 14302, Mar. 9, 2012; 77 FR 30914, May 24,
2012]

EFFECTIVE DATE NOTE 1: At 76 FR 73873,
Nov. 29, 2011, §54.313 was revised. Paragraphs
(a)(7) through (a)(11) and paragraphs (c)
through (g) contain information collection
and recordkeeping requirements and will not
become effective until approval has been
given by the Office of Management and
Budget.

EFFECTIVE DATE NOTE 2: At 77 FR 14302,
Mar. 9, 2012, §54.313 was amended by revising
paragraphs (a)(9) introductory text and (£)(2).
These paragraphs contain information col-
lection and recordkeeping requirements and
will not become effective until approval has
been given by the Office of Management and
Budget.

EFFECTIVE DATE NOTE 3: At 77 FR 30914,
May 24, 2012, §54.313 was amended by revising
paragraph (h). Paragraph (h) contains infor-
mation collection and recordkeeping require-
ments and will not become effective until ap-
proval has been given by the Office of Man-
agement and Budget.

§54.314 Certification of support for el-
igible telecommunications carriers.

(a) Certification. States that desire el-
igible telecommunications carriers to
receive support pursuant to the high-
cost program must file an annual cer-
tification with the Administrator and
the Commission stating that all federal
high-cost support provided to such car-
riers within that State was used in the
preceding calendar year and will be
used in the coming calendar year only
for the provision, maintenance, and up-
grading of facilities and services for
which the support is intended. High-
cost support shall only be provided to
the extent that the State has filed the
requisite certification pursuant to this
section.
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(b) Carriers not subject to State jurisdic-
tion. An eligible telecommunications
carrier not subject to the jurisdiction
of a State that desires to receive sup-
port pursuant to the high-cost program
must file an annual certification with
the Administrator and the Commission
stating that all federal high-cost sup-
port provided to such carrier was used
in the preceding calendar year and will
be used in the coming calendar year
only for the provision, maintenance,
and upgrading of facilities and services
for which the support is intended. Sup-
port provided pursuant to the high-cost
program shall only be provided to the
extent that the carrier has filed the
requisite certification pursuant to this
section.

(c) Certification format. (1) A certifi-
cation pursuant to this section may be
filed in the form of a letter from the
appropriate regulatory authority for
the State, and must be filed with both
the Office of the Secretary of the Com-
mission clearly referencing WC Docket
No. 1090, and with the Administrator
of the high-cost support mechanism, on
or before the deadlines set forth in
paragraph (d) of this section. If pro-
vided by the appropriate regulatory au-
thority for the State, the annual cer-
tification must identify which carriers
in the State are eligible to receive fed-
eral support during the applicable 12-
month period, and must certify that
those carriers only used support during
the preceding calendar year and will
only use support in the coming cal-
endar year for the provision, mainte-
nance, and upgrading of facilities and
services for which support is intended.
A State may file a supplemental cer-
tification for carriers not subject to
the State’s annual certification. All
certificates filed by a State pursuant
to this section shall become part of the
public record maintained by the Com-
mission.

(2) An eligible telecommunications
carrier not subject to the jurisdiction
of a State shall file a sworn affidavit
executed by a corporate officer attest-
ing that the carrier only used support
during the preceding calendar year and
will only use support in the coming
calendar year for the provision, main-
tenance, and upgrading of facilities and
services for which support is intended.

148



Federal Communications Commission

The affidavit must be filed with both
the Office of the Secretary of the Com-
mission clearly referencing WC Docket
No. 10-90, and with the Administrator
of the high-cost universal service sup-
port mechanism, on or before the dead-
lines set forth in paragraph (d) of this
section. All affidavits filed pursuant to
this section shall become part of the
public record maintained by the Com-
mission.

(d) Filing deadlines. In order for an el-
igible telecommunications carrier to
receive federal high-cost support, the
State or the carrier, if not subject to
the jurisdiction of a State, must file an
annual certification, as described in
paragraph (c) of this section, with both
the Administrator and the Commis-
sion. Upon the filing of the certifi-
cation described in this section, sup-
port shall be provided in accordance
with the following schedule:

(1) Certifications filed on or before Octo-
ber 1. Carriers subject to certifications
filed on or before October 1 shall re-
ceive support in the first, second, third,
and fourth quarters of the succeeding
year.

(2) Certifications filed on or before Jan-
uary 1. Carriers subject to certifi-
cations filed on or before January 1
shall receive support in the second,
third, and fourth quarters of that year.
Such carriers shall not receive support
in the first quarter of that year.

(3) Certifications filed on or before April
1. Carriers subject to certifications
filed on or before April 1 shall receive
support in the third and fourth quar-
ters of that year. Such carriers shall
not receive support in the first or sec-
ond quarters of that year.

(4) Certifications filed on or before July
1. Carriers subject to certifications
filed on or before July 1 shall receive
support beginning in the fourth quarter
of that year. Such carriers shall not re-
ceive support in the first, second, or
third quarters of that year.

(5) Certifications filed after July 1.
Carriers subject to certifications filed
after July 1 shall not receive support in
that year.

(6) Newly designated eligible tele-
communications carriers. Notwith-
standing the deadlines in paragraph (d)
of this section, a carrier shall be eligi-
ble to receive support as of the effec-
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tive date of its designation as an eligi-
ble telecommunications carrier under
section 214(e)(2) or (e)(6) of the Act,
provided that it files the certification
described in paragraph (b) of this sec-
tion or the state commission files the
certification described in paragraph (a)
of this section within 60 days of the ef-
fective date of the carrier’s designation
as an eligible telecommunications car-
rier. Thereafter, the certification re-
quired by paragraphs (a) or (b) of this
section must be submitted pursuant to
the schedule in paragraph (d) of this
section.

[76 FR 73875, Nov. 29, 2011]

§54.318 High-cost support; limitations
on high-cost support.

(a) Beginning July 1, 2012, each car-
rier receiving high-cost support in a
study area under this subpart will re-
ceive the full amount of high-cost sup-
port it otherwise would be entitled to
receive if its rates for residential local
service plus state regulated fees as de-
fined in paragraph (e) of this section
exceed a local urban rate floor rep-
resenting the national average of local
urban rates plus state regulated fees
under the schedule specified in para-
graph (f) of this section.

(b) Carriers whose rates for residen-
tial local service plus state regulated
fees offered for voice service are below
the specified local urban rate floor
under the schedule below plus state
regulated fees shall have high-cost sup-
port reduced by an amount equal to the
extent to which its rates for residential
local service plus state regulated fees
are below the local urban rate floor,
multiplied by the number of lines for
which it is receiving support.

(c) This rule will apply only to rate-
of-return carriers as defined in §54.5
and carriers subject to price cap regu-
lation as that term is defined in §61.3
of this chapter.

(d) For purposes of this section, high-
cost support is defined as the support
available pursuant to §36.631 of this
chapter and frozen high-cost support
provided to price cap carriers to the ex-
tent it is based on support previously
provided pursuant to §36.631 or §54.309
of this chapter.
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(e) State regulated fees. (1) Beginning
on July 1, 2012, for purposes of calcu-
lating limitations on high-cost support
under this section, state regulated fees
shall be limited to state subscriber line
charges, state universal service fees
and mandatory extended area service
charges, which shall be determined as
part of a local rate survey, the results
of which shall be published annually.

(2) Federal subscriber line charges
shall not be included in calculating
limitations on high-cost support under
this section.

(f) Schedule. High-cost support will be
limited where the rate for residential
local service plus state regulated fees
are below the local urban rate floor
representing the national average of
local urban rates plus state regulated
fees under the schedule specified in
this paragraph. To the extent end user
rates plus state regulated fees are
below local urban rate floors plus state
regulated fees, appropriate reductions
in high-cost support will be made by
the Universal Service Administrative
Company.

(g) Any reductions in high-cost sup-
port under this section will not be re-
distributed to other carriers that re-
ceive support pursuant to §36.631 of
this chapter.

(h) If, due to changes in local service
rates, a local exchange carrier makes
an updated rate filing pursuant to sec-
tion 54.313(h)(2), the Universal Service
Administrative Company will update
the support reduction applied pursuant
to paragraphs (b) and (f) of this section.

(i) For the purposes of this section
and the reporting of rates pursuant to
paragraph 313(h), rates for residential
local service provided pursuant to
measured or message rate plans or as
part of a bundle of services should be
calculated as follows:

(1) Rates for measured or message
service shall be calculated by adding
the basic rate for local service plus the
additional charges incurred for meas-
ured service, using the mean number of
minutes or message units for all cus-
tomers subscribing to that rate plan
multiplied by the applicable rate per
minute or message unit. The local serv-
ice rate includes additional charges for
measured service only to the extent
that the average number of units used
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by subscribers to that rate plan ex-
ceeds the number of units that are in-
cluded in the plan. Where measured
service plans have multiple rates for
additional units, such as peak and off-
peak rates, the calculation should re-
flect the average number of units that
subscribers to the rate plan pay at each
rate.

(2) For bundled service, the residen-
tial local service rate is the local serv-
ice rate as tariffed, if applicable, or as
itemized on end-user bills. If a carrier
neither tariffs nor itemizes the local
voice service rate on bills for bundled
services, the local service rate is the
rate of a similar stand-alone local
voice service that it offers to con-
sumers in that study area.

[76 FR 73876, Nov. 29, 2011, as amended at 77
FR 14302, Mar. 9, 2012; 77 FR 30914, May 24,
2012]

§54.320 Compliance and record-
keeping for the high-cost program.

(a) Eligible telecommunications car-
riers authorized to receive universal
service high-cost support are subject to
random compliance audits and other
investigations to ensure compliance
with program rules and orders.

(b) All eligible telecommunications
carriers shall retain all records re-
quired to demonstrate to auditors that
the support received was consistent
with the universal service high-cost
program rules. This documentation
must be maintained for at least ten
years from the receipt of funding. All
such documents shall be made avail-
able upon request to the Commission
and any of its Bureaus or Offices, the
Administrator, and their respective
auditors.

(c) Eligible telecommunications car-
riers authorized to receive high-cost
support that fail to comply with public
interest obligations or any other terms
and conditions may be subject to fur-
ther action, including the Commis-
sion’s existing enforcement procedures
and penalties, reductions in support
amounts, potential revocation of ETC
designation, and suspension or debar-
ment pursuant to §54.8.

[76 FR 73876, Nov. 29, 2011]
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Subpart E—Universal Service Sup-
port for Low-Income Con-
sumers

54.400 Terms and definitions.

As used in this subpart, the following
terms shall be defined as follows:

(a) Qualifying low-income consumer. A
“‘qualifying low-income consumer” is a
consumer who meets the qualifications
for Lifeline, as specified in §54.409.

(b) Toll blocking service. ‘‘Toll block-
ing service’ is a service provided by an
eligible telecommunications carrier
that lets subscribers elect not to allow
the completion of outgoing toll calls
from their telecommunications chan-
nel.

(c) Toll control service. ‘‘Toll control
service” is a service provided by an eli-
gible telecommunications carrier that
allows subscribers to specify a certain
amount of toll usage that may be in-
curred on their telecommunications
channel per month or per billing cycle.

(d) Toll limitation service. ‘‘Toll limita-
tion service” denotes either toll block-
ing service or toll control service for
eligible telecommunications carriers
that are incapable of providing both
services. For eligible telecommuni-
cations carriers that are capable of
providing both services, ‘‘toll limita-
tion service” denotes both toll block-
ing service and toll control service.

(e) Eligible resident of Tribal lands. An
‘“‘eligible resident of Tribal lands’ is a
“qualifying low-income consumer,”’ as
defined in paragraph (a) of this section,
living on Tribal lands. For purposes of
this subpart, ‘““Tribal lands’ include
any federally recognized Indian tribe’s
reservation, pueblo, or colony, includ-
ing former reservations in Oklahoma;
Alaska Native regions established pur-
suant to the Alaska Native Claims Set-
tlement Act (85 Stat. 688); Indian allot-
ments; Hawaiian Home Lands—areas
held in trust for Native Hawaiians by
the state of Hawaii, pursuant to the
Hawaiian Homes Commission Act, 1920
July 9, 1921, 42 Stat. 108, et. seq., as
amended; and any land designated as
such by the Commission for purposes of
this subpart pursuant to the designa-
tion process in §54.412.

(f) Income. ‘‘Income’ is all income ac-
tually received by all members of a
household. This includes salary before
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deductions for taxes, public assistance

benefits, social security payments,
pensions, unemployment compensa-
tion, veteran’s benefits, inheritances,
alimony, child support payments,

worker’s compensation benefits, gifts,
lottery winnings, and the like. The
only exceptions are student financial
aid, military housing and cost-of-living
allowances, irregular income from oc-
casional small jobs such as baby-sit-
ting or lawn mowing, and the like.

(g) Duplicative support. ‘‘Duplicative
support’” exists when a Lifeline sub-
scriber is receiving two or more Life-
line services concurrently or two or
more subscribers in a household are re-
ceiving Lifeline services or Tribal Link
Up support concurrently.

(h) Household. A ‘‘household” is any
individual or group of individuals who
are living together at the same address
as one economic unit. A household may
include related and unrelated persons.
An ‘‘economic unit” consists of all
adult individuals contributing to and
sharing in the income and expenses of
a household. An adult is any person
eighteen years or older. If an adult has
no or minimal income, and lives with
someone who provides financial sup-
port to him/her, both people shall be
considered part of the same household.
Children under the age of eighteen liv-
ing with their parents or guardians are
considered to be part of the same
household as their parents or guard-
ians.

(i) National Lifeline Accountability
Database or Database. The ‘‘National
Lifeline Accountability Database’ or
“Database’ is an electronic system,
with associated functions, processes,
policies and procedures, to facilitate
the detection and elimination of dupli-
cative support, as directed by the Com-
mission.

(J) Qualifying assistance program. A
“‘qualifying assistance program’ means
any of the federal, state, or Tribal as-
sistance programs participation in
which, pursuant to §54.409(a) or (b),
qualifies a consumer for Lifeline serv-
ice, including Medicaid; Supplemental
Nutrition Assistance Program; Supple-
mental Security Income; Federal Pub-
lic Housing Assistance (Section 8);
Low-Income Home Energy Assistance
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Program; National School Lunch Pro-
gram’s free lunch program; Temporary
Assistance for Needy Families; Bureau
of Indian Affairs general assistance;
Tribally administered Temporary As-
sistance for Needy Families (Tribal
TANF); Head Start (only those house-
holds meeting its income qualifying
standard); or the Food Distribution
Program on Indian Reservations
(FDPIR), and with respect to the resi-
dents of any particular state, any other
program so designated by that state
pursuant to §54.409(a).

[77 FR 12966, Mar. 2, 2012]

§54.401 Lifeline defined.

(a) As used in this subpart, Lifeline
means a non-transferable retail service
offering:

(1) For which qualifying low-income
consumers pay reduced charges as a re-
sult of application of the Lifeline sup-
port amount described in §54.403; and

(2) That provides qualifying low-in-
come consumers with voice telephony
service as specified in §54.101(a). Toll
limitation service does not need to be
offered for any Lifeline service that
does not distinguish between toll and
non-toll calls in the pricing of the serv-
ice. If an eligible telecommunications
carrier charges Lifeline subscribers a
fee for toll calls that is in addition to
the per month or per billing cycle price
of the subscribers’ Lifeline service, the
carrier must offer toll limitation serv-
ice at no charge to its subscribers as
part of its Lifeline service offering.

(b) Eligible telecommunications car-
riers may allow qualifying low-income
consumers to apply Lifeline discounts
to any residential service plan that in-
cludes voice telephony service, includ-
ing bundled packages of voice and data
services; and plans that include op-
tional calling features such as, but not
limited to, caller identification, call
waiting, voicemail, and three-way call-
ing. Eligible telecommunications car-
riers may also permit qualifying low-
income consumers to apply their Life-
line discount to family shared calling
plans.

(c) Eligible telecommunications car-
riers may not collect a service deposit
in order to initiate Lifeline service for
plans that:
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(1) Do not charge subscribers addi-
tional fees for toll calls; or

(2) That charge additional fees for
toll calls, but the subscriber volun-
tarily elects toll limitation service.

(d) When an eligible telecommuni-
cations carrier is designated by a state
commission, the state commission
shall file or require the eligible tele-
communications carrier to file infor-
mation with the Administrator dem-
onstrating that the carrier’s Lifeline
plan meets the criteria set forth in this
subpart and describing the terms and
conditions of any voice telephony serv-
ice plans offered to Lifeline sub-
scribers, including details on the num-
ber of minutes provided as part of the
plan, additional charges, if any, for toll
calls, and rates for each such plan. To
the extent the eligible telecommuni-
cations carrier offers plans to Lifeline
subscribers that are generally available
to the public, it may provide summary
information regarding such plans, such
as a link to a public Web site outlining
the terms and conditions of such plans.
Lifeline assistance shall be made avail-
able to qualifying low-income con-
sumers as soon as the Administrator
certifies that the carrier’s Lifeline plan
satisfies the criteria set out in this
subpart.

(e) Consistent with §52.33(a)(1)(i)(C)
of this chapter, eligible telecommuni-
cations carriers may not charge Life-
line customers a monthly number-port-
ability charge.

[77 FR 12967, Mar. 2, 2012]

§54.403 Lifeline support amount.

(a) The federal Lifeline support
amount for all eligible telecommuni-
cations carriers shall equal:

(1) Basic support amount. Federal
Lifeline support in the amount of $9.25
per month will be made available to an
eligible telecommunications carrier
providing Lifeline service to a quali-
fying low-income consumer, if that
carrier certifies to the Administrator
that it will pass through the full
amount of support to the qualifying
low-income consumer and that it has
received any non-federal regulatory ap-
provals necessary to implement the
rate reduction.

(2) Tribal lands support amount. Addi-
tional federal Lifeline support of up to
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$25 per month will be made available to
an eligible telecommunications carrier
providing Lifeline service to an eligible
resident of Tribal lands, as defined in
§54.400 (e), to the extent that the eligi-
ble telecommunications carrier cer-
tifies to the Administrator that it will
pass through the full Tribal lands sup-
port amount to the qualifying eligible
resident of Tribal lands and that it has
received any non-federal regulatory ap-
provals necessary to implement the re-
quired rate reduction.

(b) Application of Lifeline discount
amount. (1) Eligible telecommuni-
cations carriers that charge federal
End User Common Line charges or
equivalent federal charges must apply
federal Lifeline support to waive the
federal End User Common Line charges
for Lifeline subscribers. Such carriers
must apply any additional federal sup-
port amount to a qualifying low-in-
come consumer’s intrastate rate, if the
carrier has received the non-federal
regulatory approvals necessary to im-
plement the required rate reduction.
Other eligible telecommunications car-
riers must apply the federal Lifeline
support amount, plus any additional
support amount, to reduce the cost of
any generally available residential
service plan or package offered by such
carriers that provides voice telephony
service as described in §54.101, and
charge Lifeline subscribers the result-
ing amount.

(2) Where a subscriber makes only a
partial payment to an eligible tele-
communications carrier for a bundled
service package, the eligible tele-
communications carrier must apply
the partial payment first to the allo-
cated price of the voice telephony serv-
ice component of the package and then
to the cost of any additional services
included in the bundled package.

(c) Toll limitation service. An eligible
telecommunications carrier providing
toll Ilimitation service voluntarily
elected by Lifeline subscribers whose
Lifeline plans would otherwise include
a fee for placing a toll call that would
be in addition to the per month or per
billing cycle price of the subscriber’s
Lifeline service, shall, for April 2012
Lifeline disbursements through Decem-
ber 2013 Lifeline disbursements, receive

§54.404

support in an amount equal to the less-
er of:

(1) The eligible telecommunications
carrier’s incremental cost of providing
either toll blocking services or toll
control services to each Lifeline sub-
scriber who has selected such service;
or

(2) The following amounts for each
Lifeline subscriber who has selected
toll blocking services or toll control
services:

(i) $3.00 per month per subscriber dur-
ing 2012; and

(ii) $2.00 per month per subscriber
during 2013.

[77 FR 12967, Mar. 2, 2012]

§54.404 The National Lifeline Account-
ability Database.

(a) State certification. An eligible tele-
communications carrier operating in a
state that provides an approved valid
certification to the Commission in ac-
cordance with this section is not re-
quired to comply with the require-
ments set forth in paragraphs (b) and
(c) of this section with respect to the
eligible telecommunications carriers’
subscribers in that state. A valid cer-
tification must include a statement
that the state has a comprehensive sys-
tem in place to prevent duplicative fed-
eral Lifeline support that is at least as
robust as the system adopted by the
Commission and that incorporates in-
formation from all eligible tele-
communications carriers receiving
low-income support in the state and
their subscribers. A valid certification
must also describe in detail how the
state system functions and for each re-
quirement adopted by the Commission
to prevent duplicative support, how the
state system performs the equivalent
functions. The certification must be
submitted to the Commission no later
than six months from the effective date
of this section of the Commission’s
rules to be valid. Such certification
will be considered approved unless the
Wireline Competition Bureau rejects
the certification within 90 days of fil-
ing.

(b) The National Lifeline Accountability
Database. In order to receive Lifeline
support, eligible telecommunications
carriers operating in states that have

153



§54.404

not provided the Commission with ap-
proved valid certification pursuant to
paragraph (a) of this section must com-
ply with the following requirements:

(1) All eligible telecommunications
carriers must query the National Life-
line Accountability Database to deter-
mine whether a prospective subscriber
who has executed a certification pursu-
ant to §54.410(d) is currently receiving
a Lifeline service from another eligible
telecommunications carrier; and
whether anyone else living at the pro-
spective subscriber’s residential ad-
dress is currently receiving a Lifeline
service.

(2) If the Database indicates that a
prospective subscriber, who is not seek-
ing to port his or her telephone num-
ber, is currently receiving a Lifeline
service, the eligible telecommuni-
cations carrier must not provide and
shall not seek or receive Lifeline reim-
bursement for that subscriber.

(3) If the Database indicates that an-
other individual at the prospective sub-
scriber’s residential address is cur-
rently receiving a Lifeline service, the
eligible telecommunications carrier
must not seek and will not receive
Lifeline reimbursement for providing
service to that prospective subscriber,
unless the prospective subscriber has
certified, pursuant to §54.410(d) that to
the best of his or her knowledge, no
one in his or her household is already
receiving a Lifeline service.

(4) An eligible telecommunications
carrier is not required to comply with
paragraphs (b)(1) through (3) of this
section if it receives notice from a
state Lifeline administrator or other
state agency that the administrator or
other agency has queried the Database
about a prospective subscriber and that
providing the prospective subscriber
with a Lifeline benefit would not result
in duplicative support.

(5) Eligible telecommunications car-
riers may query the Database only for
the purposes provided in paragraphs
(b)(1) through (b)(3) of this section, and
to determine whether information with
respect to its subscribers already in the
Database is correct and complete.

(6) Eligible telecommunications car-
riers must transmit to the Database in
a format prescribed by the Adminis-
trator each new and existing Lifeline
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subscriber’s full name; full residential
address; date of birth and the last four
digits of the subscriber’s Social Secu-
rity number or Tribal Identification
number, if the subscriber is a member
of a Tribal nation and does not have a
Social Security number; the telephone
number associated with the Lifeline
service; the date on which the Lifeline
service was 1initiated; the date on
which the Lifeline service was termi-
nated, if it has been terminated; the
amount of support being sought for
that subscriber; and the means through
which the subscriber qualified for Life-
line.

(7) In the event that two or more eli-
gible telecommunications carriers
transmit the information required by
this paragraph to the Database for the
same subscriber, only the eligible tele-
communications carrier whose infor-
mation was received and processed by
the Database first, as determined by
the Administrator, will be entitled to
reimbursement from the Fund for that
subscriber.

(8) All eligible telecommunications
carriers must update an existing Life-
line subscriber’s information in the
Database within ten business days of
receiving any change to that informa-
tion, except as described in paragraph
(b)(10) of this section.

(9) All eligible telecommunications
carriers must obtain, from each new
and existing subscriber, consent to
transmit the subscriber’s information.
Prior to obtaining consent, the eligible
telecommunications carrier must de-
scribe to the subscriber, using clear,
easily understood language, the spe-
cific information being transmitted,
that the information is being trans-
mitted to the Administrator to ensure
the proper administration of the Life-
line program, and that failure to pro-
vide consent will result in subscriber
being denied the Lifeline service.

(10) When an eligible telecommuni-
cations carrier de-enrolls a subscriber,
it must transmit to the Database the
date of Lifeline service de-enrollment
within one business day of de-enroll-
ment.

(c) Tribal Link Up and the National
Lifeline Accountability Database. In
order to receive universal service sup-
port reimbursement for Tribal Link
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Up, eligible telecommunications car-
riers operating in states that have not
provided the Commission with a valid
certification pursuant to paragraph (a)
of this section, must comply with the
following requirements:

(1) Such eligible telecommunications
carriers must query the Database to
determine whether a prospective Link
Up recipient who has executed a cer-
tification pursuant to §54.410(d) has
previously received a Link Up benefit
at the residential address provided by
the prospective subscriber.

(2) If the Database indicates that a
prospective subscriber has received a
Link Up benefit at the residential ad-
dress provided by the subscriber, the
eligible telecommunications provider
must not seek Link Up reimbursement
for that subscriber.

(3) An eligible telecommunications
carrier is not required to comply with
paragraphs (c¢)(1) through (¢)(2) of this
section, if it receives notice from a
state Lifeline administrator or other
state agency that the administrator or
other agency has queried the Database
about a prospective subscriber and that
providing the prospective subscriber
with a Link Up benefit would not re-
sult in duplicative support or support
to a subscriber who had already re-
ceived Link Up support at that residen-
tial address.

(4) All eligible telecommunications
carriers must transmit to the Database
in a format prescribed by the Adminis-
trator each new and existing Link Up
recipient’s full name; residential ad-
dress; date of birth; and the last four
digits of the subscriber’s Social Secu-
rity number, or Tribal identification
number if the subscriber is a member
of a Tribal nation and does not have a
Social Security number; the telephone
number associated with the Link Up
support; and the date of service activa-
tion. Where two or more eligible tele-
communications carriers transmit the
information required by this paragraph
to the Database for the same sub-
scriber, only the eligible telecommuni-
cations carrier whose information was
received and processed by the Database
first, as determined by the Adminis-
trator, will be entitled to reimburse-
ment from the Fund for that sub-
scriber.

§54.405

(5) All eligible telecommunications
carriers must obtain, from each new
and existing subscriber, consent to
transmit the information required in
paragraph (c) of this section. Prior to
obtaining consent, the eligible tele-
communications carrier must describe
to the subscriber, using clear, easily
understood language, the specific infor-
mation being transmitted, that the in-
formation is being transmitted to the
Administrator to ensure the proper ad-
ministration of the Link Up program,
and that failure to provide consent will
result in the subscriber being denied
the Link Up benefit.

[77 FR 12968, Mar. 2, 2012]

§54.405 Carrier obligation to offer
Lifeline.

All eligible telecommunications car-
riers must:

(a) Make available Lifeline service,
as defined in §54.401, to qualifying low-
income consumers.

(b) Publicize the availability of Life-
line service in a manner reasonably de-
signed to reach those likely to qualify
for the service.

(c) Indicate on all materials describ-
ing the service, using easily understood
language, that it is a Lifeline service,
that Lifeline is a government assist-
ance program, the service is non-trans-
ferable, only eligible consumers may
enroll in the program, and the program
is limited to one discount per house-
hold. For the purposes of this section,
the term ‘‘materials describing the
service” includes all print, audio,
video, and web materials used to de-
scribe or enroll in the Lifeline service
offering, including application and cer-
tification forms.

(d) Disclose the name of the eligible
telecommunications carrier on all ma-
terials describing the service.

(e) De-enrollment—(1) De-enrollment
generally. If an eligible telecommuni-
cations carrier has a reasonable basis
to believe that a Lifeline subscriber no
longer meets the criteria to be consid-
ered a qualifying low-income consumer
under §54.409, the carrier must notify
the subscriber of impending termi-
nation of his or her Lifeline service.
Notification of impending termination
must be sent in writing separate from
the subscriber’s monthly bill, if one is
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provided, and must be written in clear,
easily understood language. A carrier
providing Lifeline service in a state
that has dispute resolution procedures
applicable to Lifeline termination,
that requires, at a minimum, written
notification of impending termination,
must comply with the applicable state
requirements. The carrier must allow a
subscriber 30-days following the date of
the impending termination letter re-
quired to demonstrate continued eligi-
bility. A subscriber making such a
demonstration must present proof of
continued eligibility to the carrier con-
sistent with applicable annual re-cer-
tification requirements, as described in
§54.410(f). An eligible telecommuni-
cations carrier must terminate any
subscriber who fails to demonstrate
continued eligibility within the 30-day
time period. A carrier providing Life-
line service in a state that has dispute
resolution procedures applicable to
Lifeline termination must comply with
the applicable state requirements.

(2) De-enrollment for duplicative sup-
port. Notwithstanding paragraph (e)(1)
of this section, upon notification by
the Administrator to any eligible tele-
communications carrier that a sub-
scriber is receiving Lifeline service
from another eligible telecommuni-
cations carrier or that more than one
member of a subscriber’s household is
receiving Lifeline service and therefore
that the subscriber should be de-en-
rolled from participation in that car-
rier’s Lifeline program, the eligible
telecommunications carrier must de-
enroll the subscriber from participa-
tion in that carrier’s Lifeline program
within five business days. An eligible
telecommunications carrier shall not
be eligible for Lifeline reimbursement
for any de-enrolled subscriber fol-
lowing the date of that subscriber’s de-
enrollment.

(3) De-enrollment for non-usage. Not-
withstanding paragraph (e)(1) of this
section, if a Lifeline subscriber fails to
use, as ‘‘usage’” is defined in
§54.407(c)(2), for 60 consecutive days a
Lifeline service that does not require
the eligible telecommunications car-
rier to assess or collect a monthly fee
from its subscribers, an eligible tele-
communications carrier must provide
the subscriber 30 days’ notice, using
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clear, easily understood language, that
the subscriber’s failure to use the Life-
line service within the 30-day notice
period will result in service termi-
nation for non-usage under this para-
graph. If the subscriber uses the Life-
line service within 30 days of the car-
rier providing such notice, the eligible
telecommunications carrier shall not
terminate the subscriber’s Lifeline
service. Eligible telecommunications
carriers shall report to the Commission
annually the number of subscribers de-
enrolled for non-usage under this para-
graph. This de-enrollment information
must be reported by month and must
be submitted to the Commission at the
time an eligible telecommunications
carrier submits its annual certification
report pursuant to §54.416.

(4) De-enrollment for failure to re-cer-
tify. Notwithstanding paragraph (e)(1)
of this section, an eligible tele-
communications carrier must de-enroll
a Lifeline subscriber who does not re-
spond to the carrier’s attempts to ob-
tain re-certification of the subscriber’s
continued eligibility as required by
§54.410(f); who fails to provide the an-
nual one-per-household re-certifi-
cations as required by §54.410(f); or who
relies on a temporary address and fails
to respond to the carrier’s address re-
certification attempts pursuant to
§54.410(g). Prior to de-enrolling a sub-
scriber under this paragraph, the eligi-
ble telecommunications carrier must
notify the subscriber in writing sepa-
rate from the subscriber’s monthly bill,
if one is provided using clear, easily
understood language, that failure to re-
spond to the re-certification request
within 30 days of the date of the re-
quest will trigger de-enrollment. If a
subscriber does not respond to the car-
rier’s notice of impending de-enroll-
ment, the carrier must de-enroll the
subscriber from Lifeline within five
business days after the expiration of
the subscriber’s time to respond to the
re-certification efforts.

[77 FR 12969, Mar. 2, 2012]

§54.407 Reimbursement for offering
Lifeline.

(a) Universal service support for pro-
viding Lifeline shall be provided di-
rectly to an eligible telecommuni-
cations carrier, based on the number of
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actual qualifying low-income
sumers it serves.

(b) An eligible telecommunications
carrier may receive universal service
support reimbursement for each quali-
fying low-income consumer served. For
each qualifying low-income consumer
receiving Lifeline service, the reim-
bursement amount shall equal the fed-
eral support amount, including the
support amounts described in §54.403(a)
and (c). The eligible telecommuni-
cations carrier’s universal service sup-
port reimbursement shall not exceed
the carrier’s rate for that offering, or
similar offerings, subscribed to by con-
sumers who do not qualify for Lifeline.

(c) An eligible telecommunications
carrier offering a Lifeline service that
does not require the eligible tele-
communications carrier to assess or
collect a monthly fee from its sub-
scribers:

(1) Shall not receive universal service
support for a subscriber to such Life-
line service until the subscriber acti-
vates the service by whatever means
specified by the carrier, such as com-
pleting an outbound call; and

(2) After service activation, an eligi-
ble telecommunications carrier shall
only continue to receive universal
service support reimbursement for such
Lifeline service provided to subscribers
who have used the service within the
last 60 days, or who have cured their
non-usage as provided for in
§54.405(e)(3). Any of these activities, if
undertaken by the subscriber will es-
tablish ‘‘usage’ of the Lifeline service:

(i) Completion of an outbound call;

(ii) Purchase of minutes from the eli-
gible telecommunications carrier to
add to the subscriber’s service plan;

(iii) Answering an incoming call from
a party other than the eligible tele-
communications carrier or the eligible
telecommunications carrier’s agent or
representative; or

(iv) Responding to direct contact
from the eligible communications car-
rier and confirming that he or she
wants to continue receiving the Life-
line service.

(d) In order to receive universal serv-
ice support reimbursement, an eligible
telecommunications carrier must cer-
tify, as part of each request for reim-
bursement, that it is in compliance

con-

§54.409

with all of the rules in this subpart,
and, to the extent required under this
subpart, has obtained valid -certifi-
cation and re-certification forms for
each of the subscribers for whom it is
seeking reimbursement.

(e) In order to receive universal serv-
ice support reimbursement, an eligible
telecommunications carrier must keep
accurate records of the revenues it
forgoes in providing Lifeline services.
Such records shall be kept in the form
directed by the Administrator and pro-
vided to the Administrator at intervals
as directed by the Administrator or as
provided in this subpart.

[77 FR 12970, Mar. 2, 2012, as amended at 77
FR 38534, June 28, 2012]

§54.409 Consumer for

Lifeline.

qualification

(a) To constitute a qualifying low-in-
come consumer:

(1) A consumer’s household income as
defined in §54.400(f) must be at or below
135% of the Federal Poverty Guidelines
for a household of that size; or

(2) The consumer, one or more of the
consumer’s dependents, or the con-
sumer’s household must receive bene-
fits from one of the following federal
assistance programs: Medicaid; Supple-
mental Nutrition Assistance Program;
Supplemental Security Income; Fed-
eral Public Housing Assistance (Sec-
tion 8); Low-Income Home Energy As-
sistance Program; National School
Lunch Program’s free lunch program;
or Temporary Assistance for Needy
Families; or

(3) The consumer meets additional
eligibility criteria established by a
state for its residents, provided that
such-state specific criteria are based
solely on income or other factors di-
rectly related to income.

(b) A consumer who lives on Tribal
lands is eligible for Lifeline service as
a ‘‘qualifying low-income consumer’ as
defined by §54.400(a) and as an ‘‘eligible
resident of Tribal lands’ as defined by
§54.400(e) if that consumer meets the
qualifications for Lifeline specified in
paragraph (a) of this section or if the
consumer, one or more of the con-
sumer’s dependents, or the consumer’s
household participates in one of the
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following Tribal-specific federal assist-
ance programs: Bureau of Indian Af-
fairs general assistance; Tribally ad-
ministered Temporary Assistance for
Needy Families; Head Start (only those
households meeting its income quali-
fying standard); or the Food Distribu-
tion Program on Indian Reservations.

(c) In addition to meeting the quali-
fications provided in paragraph (a) or
(b) of this section, in order to con-
stitute a qualifying low-income con-
sumer, a consumer must not already be
receiving a Lifeline service, and there
must not be anyone else in the sub-
scriber’s household subscribed to a
Lifeline service.

[77 FR 12970, Mar. 2, 2012, as amended at 77
FR 38534, June 28, 2012]

§54.410 Subscriber eligibility deter-
mination and certification.

(a) All eligible telecommunications
carriers must implement policies and
procedures for ensuring that their Life-
line subscribers are eligible to receive
Lifeline services.

(b) Initial income-based eligibility deter-
mination. (1) Except where a state Life-
line administrator or other state agen-
cy is responsible for the initial deter-
mination of a subscriber’s eligibility,
when a prospective subscriber seeks to
qualify for Lifeline or using the in-
come-based eligibility criteria provided
for in §54.409(a)(1) or (a)(3) an eligible
telecommunications carrier:

(i) Must not seek reimbursement for
providing Lifeline to a subscriber, un-
less the carrier has received a certifi-
cation of eligibility from the prospec-
tive subscriber that complies with the
requirements set forth in paragraph (d)
of this section and has confirmed the
subscriber’s income-based eligibility
using the following procedures:

(A) If an eligible telecommunications
carrier can determine a prospective
subscriber’s income-based eligibility by
accessing one or more databases con-
taining information regarding the sub-
scriber’s income (‘‘income databases’’),
the eligible telecommunications car-
rier must access such income databases
and determine whether the prospective
subscriber qualifies for Lifeline.

(B) If an eligible telecommunications
carrier cannot determine a prospective
subscriber’s income-based eligibility by
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accessing income databases, the eligi-
ble telecommunications carrier must
review documentation that establishes
that the prospective subscriber meets
the income-eligibility criteria set forth
in §54.409(a)(1) or (a)(3). Acceptable
documentation of income eligibility in-
cludes the prior year’s state, federal, or
Tribal tax return; current income
statement from an employer or pay-
check stub; a Social Security state-
ment of benefits; a Veterans Adminis-
tration statement of benefits; a retire-
ment/pension statement of benefits; an
Unemployment/Workers’ Compensation
statement of benefit; federal or Tribal
notice letter of participation in Gen-
eral Assistance; or a divorce decree,
child support award, or other official
document containing income informa-
tion. If the prospective subscriber pre-
sents documentation of income that
does not cover a full year, such as cur-
rent pay stubs, the prospective sub-
scriber must present the same type of
documentation covering three consecu-
tive months within the previous twelve
months.

(ii) Must not retain copies of the doc-
umentation of a prospective sub-
scriber’s income-based eligibility for
Lifeline.

(iii) Must, consistent with §54.417,
keep and maintain accurate records de-
tailing the data source a carrier used
to determine a subscriber’s eligibility
or the documentation a subscriber pro-
vided to demonstrate his or her eligi-
bility for Lifeline.

(2) Where a state Lifeline adminis-
trator or other state agency is respon-
sible for the initial determination of a
subscriber’s eligibility, an eligible tele-
communications carrier must not seek
reimbursement for providing Lifeline
service to a subscriber, based on that
subscriber’s income eligibility, unless
the carrier has received from the state
Lifeline administrator or other state
agency:

(i) Notice that the prospective sub-
scriber meets the income-eligibility
criteria set forth in §54.409(a)(1) or
(a)(3); and

(ii) A copy of the subscriber’s certifi-
cation that complies with the require-
ments set forth in paragraph (d) of this
section.
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(c) Initial program-based eligibility de-
termination. (1) Except in states where a
state Lifeline administrator or other
state agency is responsible for the ini-
tial determination of a subscriber’s
program-based eligibility, when a pro-
spective subscriber seeks to qualify for
Lifeline service using the program-
based criteria set forth in §54.409(a)(2),
(a)(3) or (b), an eligible telecommuni-
cations carrier:

(i) Must not seek reimbursement for
providing Lifeline to a subscriber un-
less the carrier has received a certifi-
cation of eligibility from the sub-
scriber that complies with the require-
ments set forth in paragraph (d) of this
section and has confirmed the sub-
scriber’s program-based eligibility
using the following procedures:

(A) If the eligible telecommuni-
cations carrier can determine a pro-
spective subscriber’s program-based
eligibility for Lifeline by accessing one
or more databases containing informa-
tion regarding enrollment in qualifying
assistance programs (‘‘eligibility data-
bases’), the eligible telecommuni-
cations carrier must access such eligi-
bility databases to determine whether
the prospective subscriber qualifies for
Lifeline based on participation in a
qualifying assistance program; or

(B) If an eligible telecommunications
carrier cannot determine a prospective
subscriber’s program-based eligibility
for Lifeline by accessing eligibility
databases, the eligible telecommuni-
cations carrier must review docu-
mentation demonstrating that a pro-
spective subscriber qualifies for Life-
line under the program-based eligi-
bility requirements. Acceptable docu-
mentation of program eligibility in-
cludes the current or prior year’s state-
ment of benefits from a qualifying as-
sistance program, a notice or letter of
participation in a qualifying assistance
program, program participation docu-
ments, or another official document
demonstrating that the prospective
subscriber, one or more of the prospec-
tive subscriber’s dependents or the pro-
spective subscriber’s household re-
ceives benefits from a qualifying as-
sistance program.

(ii) Must not retain copies of the doc-
umentation of a subscriber’s program-
based eligibility for Lifeline services.

§54.410

(iii) Must, consistent with §54.417,
keep and maintain accurate records de-
tailing the data source a carrier used
to determine a subscriber’s program-
based eligibility or the documentation
a subscriber provided to demonstrate
his or her eligibility for Lifeline.

(2) Where a state Lifeline adminis-
trator or other state agency is respon-
sible for the initial determination of a
subscriber’s eligibility, when a prospec-
tive subscriber seeks to qualify for
Lifeline service using the program-
based eligibility criteria provided in
§54.409, an eligible telecommunications
carrier must not seek reimbursement
for providing Lifeline to a subscriber
unless the carrier has received from
the state Lifeline administrator or
other state agency:

(i) Notice that the subscriber meets
the program-based eligibility criteria
set forth in §§54.409(a)(2), (a)(3) or (b);
and

(ii) a copy of the subscriber’s certifi-
cation that complies with the require-
ments set forth in paragraph (d) of this
section.

(d) Eligibility certifications. Eligible
telecommunications carriers and state
Lifeline administrators or other state
agencies that are responsible for the
initial determination of a subscriber’s
eligibility for Lifeline must provide
prospective subscribers Lifeline certifi-
cation forms that in clear, easily un-
derstood language:

(1) Provide the following informa-
tion:

(i) Lifeline is a federal benefit and
that willfully making false statements
to obtain the benefit can result in
fines, imprisonment, de-enrollment or
being barred from the program;

(ii) Only one Lifeline service is avail-
able per household;

(iii) A household is defined, for pur-
poses of the Lifeline program, as any
individual or group of individuals who
live together at the same address and
share income and expenses;

(iv) A household is not permitted to
receive Lifeline benefits from multiple
providers;

(v) Violation of the one-per-house-
hold limitation constitutes a violation
of the Commission’s rules and will re-
sult in the subscriber’s de-enrollment
from the program; and
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(vi) Lifeline is a non-transferable
benefit and the subscriber may not
transfer his or her benefit to any other
person.

(2) Require each prospective sub-
scriber to provide the following infor-
mation:

(i) The subscriber’s full name;

(ii) The subscriber’s full residential
address;

(iii) Whether the subscriber’s residen-
tial address is permanent or tem-
porary;

(iv) The subscriber’s billing address,
if different from the subscriber’s resi-
dential address;

(v) The subscriber’s date of birth;

(vi) The last four digits of the sub-
scriber’s social security number, or the
subscriber’s Tribal identification num-
ber, if the subscriber is a member of a
Tribal nation and does not have a so-
cial security number;

(vii) If the subscriber is seeking to
qualify for Lifeline under the program-
based criteria, as set forth in §54.409,
the name of the qualifying assistance
program from which the subscriber, his
or her dependents, or his or her house-
hold receives benefits; and

(viii) If the subscriber is seeking to
qualify for Lifeline under the income-
based criterion, as set forth in §54.409,
the number of individuals in his or her
household.

(3) Require each prospective sub-
scriber to certify, under penalty of per-
jury, that:

(i) The subscriber meets the income-
based or program-based eligibility cri-
teria for receiving Lifeline, provided in
§54.409;

(ii) The subscriber will notify the
carrier within 30 days if for any reason
he or she no longer satisfies the cri-
teria for receiving Lifeline including,
as relevant, if the subscriber no longer
meets the income-based or program-
based criteria for receiving Lifeline
support, the subscriber is receiving
more than one Lifeline benefit, or an-
other member of the subscriber’s
household is receiving a Lifeline ben-
efit.

(iii) If the subscriber is seeking to
qualify for Lifeline as an eligible resi-
dent of Tribal lands, he or she lives on
Tribal lands, as defined in 54.400(e);
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(iv) If the subscriber moves to a new
address, he or she will provide that new
address to the eligible telecommuni-
cations carrier within 30 days;

(v) If the subscriber provided a tem-
porary residential address to the eligi-
ble telecommunications carrier, he or
she will be required to verify his or her
temporary residential address every 90
days;

(vi) The subscriber’s household will
receive only one Lifeline service and,
to the best of his or her knowledge, the
subscriber’s household is not already
receiving a Lifeline service;

(vii) The information contained in
the subscriber’s certification form is
true and correct to the best of his or
her knowledge,

(viii) The subscriber acknowledges
that providing false or fraudulent in-
formation to receive Lifeline benefits
is punishable by law; and

(ix) The subscriber acknowledges
that the subscriber may be required to
re-certify his or her continued eligi-
bility for Lifeline at any time, and the
subscriber’s failure to re-certify as to
his or her continued eligibility will re-
sult in de-enrollment and the termi-
nation of the subscriber’s Lifeline ben-
efits pursuant to §54.405(e)(4).

(e) State Lifeline administrators or
other state agencies that are respon-
sible for the initial determination of a
subscriber’s eligibility for Lifeline
must provide each eligible tele-
communications carrier with a copy of
each of the certification forms col-
lected by the state Lifeline adminis-
trator or other state agency from that
carrier’s subscribers.

(f) Annual eligibility re-certification
process. (1) All eligible telecommuni-
cations carriers must annually re-cer-
tify all subscribers except for sub-
scribers in states where a state Lifeline
administrator or other state agency is
responsible for re-certification of sub-
scribers’ Lifeline eligibility.

(2) In order to re-certify a sub-
scriber’s eligibility, an eligible tele-
communications carrier must confirm
a subscriber’s current eligibility to re-
ceive Lifeline by:

(i) Querying the appropriate eligi-
bility databases, confirming that the
subscriber still meets the program-
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based eligibility requirements for Life-
line, and documenting the results of
that review; or

(ii) Querying the appropriate income
databases, confirming that the sub-
scriber continues to meet the income-
based eligibility requirements for Life-
line, and documenting the results of
that review; or

(iii) Obtaining a signed certification
from the subscriber that meets the cer-
tification requirements in paragraph
(d) of this section.

(3) Where a state Lifeline adminis-
trator or other state agency is respon-
sible for re-certification of a sub-
scriber’s Lifeline eligibility, the state
Lifeline administrator or other state
agency must confirm a subscriber’s
current eligibility to receive a Lifeline
service by:

(i) Querying the appropriate eligi-
bility databases, confirming that the
subscriber still meets the program-
based eligibility requirements for Life-
line, and documenting the results of
that review; or

(ii) Querying the appropriate income
databases, confirming that the sub-
scriber continues to meet the income-
based eligibility requirements for Life-
line, and documenting the results of
that review; or

(iii) Obtaining a signed certification
from the subscriber that meets the cer-
tification requirements in paragraph
(d) of this section.

(4) Where a state Lifeline adminis-
trator or other state agency is respon-
sible for re-certification of subscribers’
Lifeline eligibility, the state Lifeline
administrator or other state agency
must provide to each eligible tele-
communications carrier the results of
its annual re-certification efforts with
respect to that eligible telecommuni-
cations carrier’s subscribers.

(5) If an eligible telecommunications
carrier is unable to re-certify a sub-
scriber or has been notified of a state
Lifeline administrator’s or other state
agency’s inability to re-certify a sub-
scriber, the eligible telecommuni-
cations carrier must comply with the
de-enrollment requirements provided
for in §54.405(e)(4).

(g) Re-certification of temporary ad-
dress. An eligible telecommunications
carrier must re-certify, every 90 days,

§54.413

the residential address of each of its
subscribers who have provided a tem-
porary address as part of the sub-
scriber’s initial certification or re-cer-
tification of eligibility, pursuant to
paragraphs (d), (e), or (f) of this sec-
tion.

[77 FR 12970, Mar. 2, 2012, as amended at 77
FR 38534, June 28, 2012]

§54.412 Off reservation Tribal lands
designation process.

(a) The Commission’s Wireline Com-
petition Bureau and the Office of Na-
tive Affairs and Policy may, upon re-
ceipt of a request made in accordance
with the requirements of this section,
designate as Tribal lands, for the pur-
poses of the Lifeline and Tribal Link
Up program, areas or communities that
fall outside the boundaries of existing
Tribal lands but which maintain the
same characteristics as lands identified
as Tribal lands defined as in §54.400(e).

(b) A request for designation must be
made to the Commission by a duly au-
thorized official of a federally recog-
nized American Indian Tribe or Alaska
Native Village.

(c) A request for designation must
clearly describe a defined geographical
area for which the requesting party
seeks designation as Tribal lands.

(d) A request for designation must
demonstrate the Tribal character of
the area or community.

(e) A request for designation must
provide sufficient evidence of a nexus
between the area or community and
the Tribe, and describe in detail how
program support to the area or commu-
nity would aid the Tribe in serving the
needs and interests of its citizens and
further the Commission’s goal of in-
creasing telecommunications access on
Tribal lands.

(f) Upon designation by the Wireline
Competition Bureau and the Office of
Native Affairs and Policy, the area or
community described in the designa-
tion shall be considered Tribal lands
for the purposes of this subpart.

[77 FR 12972, Mar. 2, 2012, as amended at 77
FR 38534, June 28, 2012]
§54.413 Link Up for Tribal lands.

(a) Definition. For purposes of this
subpart, the term ‘Tribal Link Up”
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means an assistance program for eligi-
ble residents of Tribal lands seeking
telecommunications service from a
telecommunications carrier that is re-
ceiving high-cost support on Tribal
lands, pursuant to subpart D of this
part, that provides:

(1) A 100 percent reduction, up to
$100, of the customary charge for com-
mencing telecommunications service
for a single telecommunications con-
nection at a subscriber’s principal
place of residence imposed by an eligi-
ble telecommunications carrier that is
also receiving high-cost support on
Tribal lands, pursuant to subpart D of
this part. For purposes of this subpart,
a ‘‘customary charge for commencing
telecommunications service’” is the or-
dinary charge an eligible telecommuni-
cations carrier imposes and collects
from all subscribers to initiate service
with that eligible telecommunications
carrier. A charge imposed only on
qualifying low-income consumers to
initiate service is not a customary
charge for commencing telecommuni-
cations service. Activation charges
routinely waived, reduced, or elimi-
nated with the purchase of additional
products, services, or minutes are not
customary charges eligible for uni-
versal service support; and

(2) A deferred schedule of payments
of the customary charge for com-
mencing telecommunications service
for a single telecommunications con-
nection at a subscriber’s principal
place of residence imposed by an eligi-
ble telecommunications carrier that is
also receiving high-cost support on
Tribal lands, pursuant to subpart D of
this part, for which the eligible resi-
dent of Tribal lands does not pay inter-
est. The interest charges not assessed
to the eligible resident of tribal lands
shall be for a customary charge for
connecting telecommunications service
of up to $200 and such interest charges
shall be deferred for a period not to ex-
ceed one year.

(b) An eligible resident of Tribal
lands may receive the benefit of the
Tribal Link Up program for a second or
subsequent time only for otherwise
qualifying commencement of tele-
communications service at a principal
place of residence with an address dif-
ferent from the address for which Trib-
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al Link Up assistance was provided pre-
viously.

[77 FR 12973, Mar. 2, 2012]

§54.414 Reimbursement
Link Up.

(a) Eligible telecommunications car-
riers that are receiving high-cost sup-
port, pursuant to subpart D of this
part, may receive universal service
support reimbursement for the reduc-
tion in their customary charge for
commencing telecommunications serv-
ice and for providing a deferred sched-
ule for payment of the customary
charge for commencing telecommuni-
cations services for which the sub-
scriber does not pay interest, in con-
formity with §54.413.

(b) In order to receive universal sup-
port reimbursement for providing Trib-
al Link Up, eligible telecommuni-
cations carriers must follow the proce-
dures set forth in §54.410 to determine
an eligible resident of Tribal lands’ ini-
tial eligibility for Tribal Link Up. Eli-
gible telecommunications carriers
must obtain a certification form from
each eligible resident of Tribal lands
that complies with §54.410 prior to en-
rolling him or her in Tribal Link Up.

(c) In order to receive universal serv-
ice support reimbursement for pro-
viding Tribal Link Up, eligible tele-
communications carriers must keep ac-
curate records of the reductions in
their customary charge for com-
mencing telecommunications service
and for providing a deferred schedule
for payment of the charges assessed for
commencing service for which the sub-
scriber does not pay interest, in con-
formity with §54.413. Such records shall
be kept in the form directed by the Ad-
ministrator and provided to the Ad-
ministrator at intervals as directed by
the Administrator or as provided in
this subpart. The reductions in the cus-
tomary charge for which the eligible
telecommunications carrier may re-
ceive reimbursement shall include only
the difference between the -carrier’s
customary connection or interest
charges and the charges actually as-
sessed to the subscriber receiving Life-
line services.

for Tribal

[77 FR 12973, Mar. 2, 2012]
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§54.416 Annual certifications by eligi-
ble telecommunications carriers.

(a) Eligible telecommunications carrier
certifications. Eligible telecommuni-
cations carriers are required to make
and submit to the Administrator the
following annual certifications, under
penalty of perjury, relating to the Life-
line program:

(1) An officer of each eligible tele-
communications carrier must certify
that the carrier has policies and proce-
dures in place to ensure that its Life-
line subscribers are eligible to receive
Lifeline services. Each eligible tele-
communications carrier must make
this certification annually to the Ad-
ministrator as part of the carrier’s sub-
mission of annual re-certification data
pursuant to this section. In instances
where an eligible telecommunications
carrier confirms consumer eligibility
by relying on income or eligibility
databases, as defined in
§54.410(b)(1)(1)(A) or (c)(1)({)(A), the rep-
resentative must attest annually as to
what specific data sources the eligible
telecommunications carrier used to
confirm eligibility.

(2) An officer of the eligible tele-
communications carrier must certify
that the carrier is in compliance with
all federal Lifeline certification proce-
dures. Eligible telecommunications
carriers must make this certification
annually to the Administrator as part
of the carrier’s submission of re-certifi-
cation data pursuant to this section.

(b) All eligible telecommunications
carriers must annually provide the re-
sults of their re-certification efforts,
performed pursuant to §54.410(f), to the
Commission and the Administrator. El-
igible telecommunications carriers des-
ignated as such by one or more states
pursuant to §54.201 must also provide,
on an annual basis, the results of their
re-certification efforts to state com-
missions for subscribers residing in
those states where the state designated
the eligible telecommunications car-
rier. Eligible telecommunications car-
riers must also provide their annual re-
certification results for subscribers re-
siding on Tribal lands to the relevant
Tribal governments.

(c) States that mandate Lifeline sup-
port may impose additional standards
on eligible telecommunications car-

§54.418

riers operating in their states to ensure
compliance with state Lifeline pro-
grams.

[77 FR 12973, Mar. 2, 2012, as amended at 77
FR 38534, June 28, 2012]
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(a) Eligible telecommunications car-
riers must maintain records to docu-
ment compliance with all Commission
and state requirements governing the
Lifeline and Tribal Link Up program
for the three full preceding calendar
years and provide that documentation
to the Commission or Administrator
upon request. Notwithstanding the pre-
ceding sentence, eligible telecommuni-
cations carriers must maintain the
documentation required in §54.410(d)
and (f) for as long as the subscriber re-
ceives Lifeline service from that eligi-
ble telecommunications carrier.

(b) If an eligible telecommunications
carrier provides Lifeline discounted
wholesale services to a reseller, it must
obtain a certification from that re-
seller that it is complying with all
Commission requirements governing
the Lifeline and Tribal Link Up pro-
gram.

(c) Non-eligible-telecommunications-
carrier resellers that purchase Lifeline
discounted wholesale services to offer
discounted services to low-income con-
sumers must maintain records to docu-
ment compliance with all Commission
requirements governing the Lifeline
and Tribal Link Up program for the
three full preceding calendar years and
provide that documentation to the
Commission or Administrator upon re-
quest. To the extent such a reseller
provides discounted services to low-in-
come consumers, it must fulfill the ob-
ligations of an eligible telecommuni-
cations carrier in §§54.405 and 54.410.

[77 FR 12974, Mar. 2, 2012, as amended at 77
FR 38534, June 28, 2012]

Recordkeeping requirements.

§54.418 Digital Television Transition
Notices by Eligible Telecommuni-
cations Carriers.

(a) Eligible telecommunications car-
riers (ETCs) that receive federal uni-
versal service funds shall provide their
Lifeline or Link-Up customers with no-
tices about the transition for over-the-
air full power broadcasting from analog
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to digital service (the “DTV Transi-
tion”’) in the monthly bills or bill no-
tices received by such customers, or as
a monthly stand-alone mailer (e.g.,
postcard, brochure), beginning April 1,
2009, and concluding on June 30, 2009.

(b) The notice must be provided as
part of an information section on the
bill or bill notice itself or on a sec-
ondary document mailed with the bill
or bill notice, or as part of a monthly
stand-alone mailer (e.g., postcard, bro-
chure) in the same language or lan-
guages as the customer’s bill or bill no-
tice. These notices must:

(1) Be in clear and conspicuous print;

(2) Convey at least the following in-
formation about the DTV transition:

(i) The nationwide switch to digital
television broadcasting will be com-
plete on June 12, 2009, but your local
television stations may switch sooner.
After the switch, analog-only tele-
vision sets that receive TV program-
ming through an antenna will need a
converter box to continue to receive
over-the-air TV. Watch your local sta-
tions to find out when they will turn
off their analog signal and switch to
digital-only broadcasting. Analog-only
TVs should continue to work as before
to receive low power, Class A or trans-
lator television stations and with cable
and satellite TV services, gaming con-
soles, VCRs, DVD players, and similar
products.

(ii) Information about the DTV tran-
sition is available from your local tele-
vision stations, http:/www.DTV.gov, or
1-888-CALL-FCC (TTY 1-888-TELL-
FCC), and from ~Atip://www.dtv2009.g0v
or 1-888-DTV-2009 (TTY 1-877-530-2634)
for information about subsidized cou-
pons for digital-to-analog converter
boxes;

(¢c) If an ETC’s Lifeline or Link-Up
customer does mnot receive paper
versions of either a bill or a notice of
billing, then that customer must be
provided with equivalent monthly no-
tices in whatever medium they receive
information about their monthly bill
or as a monthly stand-alone mailer
(e.g., postcard, brochure).

(d) ETCs that receive federal uni-
versal service funds shall provide infor-
mation on the DTV Transition that is
equivalent to the information provided
pursuant to paragraph (b)(2) of this sec-
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tion as part of any Lifeline or Link-Up
publicity campaigns conducted by the
ETC between March 27, 2008, and June
30, 2009.

[73 FR 28732, May 19, 2008, as amended at 74
FR 8878, Feb. 27, 2009]

§54.419 Validity of electronic signa-
tures.

(a) For the purposes of this subpart,
an electronic signature, defined by the
Electronic Signatures in Global and
National Commerce Act, as an elec-
tronic sound, symbol, or process, at-
tached to or logically associated with a
contract or other record and executed
or adopted by a person with the intent
to sign the record, has the same legal
effect as a written signature.

(b) For the purposes of this subpart,
an electronic record, defined by the
Electronic Signatures in Global and
National Commerce Act as a contract
or other record created, generated,
sent, communicated, received, or
stored by electronic means, constitutes
a record.

[77 FR 12974, Mar. 2, 2012]

§54.420 Low income program audits.

(a) Independent audit requirements for
eligible telecommunications carriers. Com-
panies that receive $5 million or more
annually in the aggregate, on a holding
company basis, in Lifeline reimburse-
ments must obtain a third party bien-
nial audit of their compliance with the
rules in this subpart. Such engage-
ments shall be agreed upon perform-
ance attestations to assess the com-
pany’s overall compliance with rules
and the company’s internal controls re-
garding these regulatory requirements.

(1) For purposes of the $5 million
threshold, a holding company consists
of operating companies and affiliates,
as that term is defined in section 3(2) of
the Communications Act of 1934, as
amended, that are eligible tele-
communications carriers.

(2) The initial audit must be com-
pleted one year after the Commission
issues a standardized audit plan out-
lining the scope of the engagement and
the extent of compliance testing to be
performed by third-party auditors and
shall be conducted every two years
thereafter, unless directed otherwise
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by the Commission. The following min-
imum requirements shall apply:

(i) The audit must be conducted by a
licensed certified public accounting
firm that is independent of the carrier.

(ii) The engagement shall be con-
ducted consistent with government ac-
counting standards (GAGAS).

(3) The certified public accounting
firm shall submit to the Commission
any rule interpretations necessary to
complete the biennial audit, and the
Administrator shall notify all firms
subject to the biennial audit require-
ment of such requests. The audit issue
will be noted, but not held as a nega-
tive finding, in future audit reports for
all carriers subject to this requirement
unless and until guidance has been pro-
vided by the Commission.

(4) Within 60 days after completion of
the audit work, but prior to finaliza-
tion of the report, the third party audi-
tor shall submit a draft of the audit re-
port to the Commission and the Ad-
ministrator, who shall be deemed au-
thorized users of such reports. Final-
ized audit reports must be provided to
the Commission, the Administrator,
and relevant states and Tribal govern-
ments within 30 days of the issuance of
the final audit report. The reports will
not be considered or deemed confiden-
tial.

(5) Delegated authority. The Wireline
Competition Bureau and the Office of
Managing Director have delegated au-
thority to perform the functions speci-
fied in paragraphs (a)(2) and (a)(3) of
this section.

(b) Audit requirements for nmew eligible
telecommunications carriers. After a
company is designated for the first
time in any state or territory the Ad-
ministrator will audit that new eligible
telecommunications carrier to assess
its overall compliance with the rules in
this subpart and the company’s inter-
nal controls regarding these regulatory
requirements. This audit should be
conducted within the -carrier’s first
twelve months of seeking federal low-
income Universal Service Fund sup-
port.

[77 FR 12974, Mar. 2, 2012, as amended at 77
FR 38534, June 28, 2012]

§54.422

§54.422 Annual reporting for eligible
telecommunications carriers that
receive low-income support.

(a) In order to receive support under
this subpart, an eligible telecommuni-
cations carrier must annually report:

(1) The company name, names of the
company’s holding company, operating
companies and affiliates, and any
branding (a ‘‘dba,” or ‘‘doing-business-
as company’ or brand designation) as
well as relevant universal service iden-
tifiers for each such entity by Study
Area Code. For purposes of this para-
graph, ‘‘affiliates’ has the meaning set
forth in section 3(2) of the Communica-
tions Act of 1934, as amended; and

(2) Information describing the terms
and conditions of any voice telephony
service plans offered to Lifeline sub-
scribers, including details on the num-
ber of minutes provided as part of the
plan, additional charges, if any, for toll
calls, and rates for each such plan. To
the extent the eligible telecommuni-
cations carrier offers plans to Lifeline
subscribers that are generally available
to the public, it may provide summary
information regarding such plans, such
as a link to a public Web site outlining
the terms and conditions of such plans.

(b) In order to receive support under
this subpart, a common carrier that is
designated as an eligible telecommuni-
cations carrier under section 214(e)(6)
of the Act and does not receive support
under subpart D of this part must an-
nually provide:

(1) Detailed information on any out-
age in the prior calendar year, as that
term is defined in 47 CFR 4.5, of at
least 30 minutes in duration for each
service area in which the eligible tele-
communications carrier is designated
for any facilities it owns, operates,
leases, or otherwise utilizes that poten-
tially affect

(i) At least ten percent of the end
users served in a designated service
area; or

(ii) A 911 special facility, as defined
in 47 CFR 4.5(e).

(iii) Specifically, the eligible tele-
communications carrier’s annual re-
port must include information detail-
ing:

(A) The date and time of onset of the
outage;
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(B) A brief description of the outage
and its resolution;

(C) The particular services affected;

(D) The geographic areas affected by
the outage;

(E) Steps taken to prevent a similar
situation in the future; and

(F) The number of customers af-
fected.

(2) The number of complaints per
1,000 connections (fixed or mobile) in
the prior calendar year;

(38) Certification of compliance with
applicable service quality standards
and consumer protection rules;

(4) Certification that the carrier is
able to function in emergency situa-
tions as set forth in §54.202(a)(2).

(c) All reports required by this sec-
tion must be filed with the Office of the
Secretary of the Commission, and with
the Administrator. Such reports must
also be filed with the relevant state
commissions and the relevant author-
ity in a U.S. territory or Tribal govern-
ments, as appropriate.

[77 FR 38534, June 28, 2012]

Subpart F—Universal Service
Support for Schools and Libraries

§54.500 Terms and definitions.

(a) Billed entity. A ‘“‘billed entity” is
the entity that remits payment to
service providers for services rendered
to eligible schools and libraries.

(b) Educational purposes. For purposes
of this subpart, activities that are inte-
gral, immediate, and proximate to the
education of students, or in the case of
libraries, integral, immediate and
proximate to the provision of library
services to library patrons, qualify as
“‘educational purposes.’” Activities that
occur on library or school property are
presumed to be integral, immediate,
and proximate to the education of stu-
dents or the provision of library serv-
ices to library patrons.

(c) Elementary school. An ‘‘elementary
school” means an elementary school as
defined in 20 U.S.C. 7801(18), a non-prof-
it institutional day or residential
school, including a public elementary
charter school, that provides elemen-
tary education, as determined under
state law.

(d) Library. A ‘‘library’’ includes:
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(1) A public library;

(2) A public elementary school or sec-
ondary school library;

(3) An academic library;

(4) A research library, which for the
purpose of this section means a library
that:

(i) Makes publicly available library
services and materials suitable for
scholarly research and not otherwise
available to the public; and

(ii) Is not an integral part of an insti-
tution of higher education; and

(5) A private library, but only if the
state in which such private library is
located determines that the library
should be considered a library for the
purposes of this definition.

(e) Library consortium. A ‘‘library con-
sortium” is any local, statewide, re-
gional, or interstate cooperative asso-
ciation of libraries that provides for
the systematic and effective coordina-
tion of the resources of schools, public,
academic, and special libraries and in-
formation centers, for improving serv-
ices to the clientele of such libraries.
For the purposes of these rules, ref-
erences to library will also refer to li-
brary consortium.

(f) Lowest corresponding price. ‘‘Low-
est corresponding price’” is the lowest
price that a service provider charges to
non-residential customers who are
similarly situated to a particular
school, library, or library consortium
for similar services.

(g) Master contract. A ‘‘master con-
tract’ is a contract negotiated with a
service provider by a third party, the
terms and conditions of which are then
made available to an eligible school, 1i-
brary, rural health care provider, or
consortium that purchases directly
from the service provider.

(h) Minor contract modification. A
“minor contract modification” is a
change to a universal service contract
that is within the scope of the original
contract and has no effect or merely a
negligible effect on price, quantity,
quality, or delivery under the original
contract.

(i) National school lunch program. The
“national school lunch program” is a
program administered by the U.S. De-
partment of Agriculture and state
agencies that provides free or reduced
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price lunches to economically dis-
advantaged children. A child whose
family income is between 130 percent
and 185 percent of applicable family
size income levels contained in the
nonfarm poverty guidelines prescribed
by the Office of Management and Budg-
et is eligible for a reduced price lunch.
A child whose family income is 130 per-
cent or less of applicable family size in-
come levels contained in the nonfarm
income poverty guidelines prescribed
by the Office of Management and Budg-
et is eligible for a free lunch.

(j) Pre-discount price. The ‘‘pre-dis-
count price’” means, in this subpart,
the price the service provider agrees to
accept as total payment for its tele-
communications or information serv-
ices. This amount is the sum of the
amount the service provider expects to
receive from the eligible school or 1li-
brary and the amount it expects to re-
ceive as reimbursement from the uni-
versal service support mechanisms for
the discounts provided under this sub-
part.

(k) Secondary school. A ‘‘secondary
school” means a secondary school as
defined in 20 U.S.C. 7801(38), a non-prof-
it institutional day or residential
school, including a public secondary
charter school, that provides secondary
education, as determined under state
law except that the term does not in-
clude any education beyond grade 12.

(1) State telecommunications network. A
‘“‘state telecommunications network”
is a state government entity that pro-
cures, among other things, tele-
communications offerings from mul-
tiple service providers and bundles
such offerings into packages available
to schools, libraries, or rural health
care providers that are eligible for uni-
versal service support, or a state gov-
ernment entity that provides, using its
own facilities, such telecommuni-
cations offerings to such schools, li-
braries, and rural health care pro-
viders.

(m) Wide area metwork. For purposes
of this subpart, a ‘‘wide area network”
is a voice or data network that pro-
vides connections from one or more
computers within an eligible school or
library to one or more computers or
networks that are external to such eli-
gible school or library. Excluded from
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this definition is a voice or data net-
work that provides connections be-
tween or among instructional buildings
of a single school campus or between or
among non-administrative buildings of
a single library branch.

[63 FR 2128, Jan. 13, 1998, as amended at 68
FR 36942, June 20, 2003; 76 FR 56302, Sept. 13,
2011]

§54.501 Eligibility for services pro-
vided by telecommunications car-
riers.

(a) Schools. (1) Only schools meeting
the statutory definition of ‘‘elemen-
tary school” or ‘‘secondary school’” as
defined in §54.500(c) or (k) of these
rules, and not excluded under para-
graphs (a)(2) or (a)(3) of this section
shall be eligible for discounts on tele-
communications and other supported
services under this subpart.

(2) Schools operating as for-profit
businesses shall not be eligible for dis-
counts under this subpart.

(3) Schools with endowments exceed-
ing $50,000,000 shall not be eligible for
discounts under this subpart.

(b) Libraries. (1) Only libraries eligi-
ble for assistance from a State library
administrative agency under the Li-
brary Services and Technology Act
(Pub. L. 104-208) and not excluded
under paragraphs (b)(2) or (3) of this
section shall be eligible for discounts
under this subpart.

(2) A library’s eligibility for uni-
versal service funding shall depend on
its funding as an independent entity.
Only libraries whose budgets are com-
pletely separate from any schools (in-
cluding, but not limited to, elementary
and secondary schools, colleges, and
universities) shall be eligible for dis-
counts as libraries under this subpart.

(3) Libraries operating as for-profit
businesses shall not be eligible for dis-
counts under this subpart.

(c) Consortia. (1) For purposes of seek-
ing competitive bids for supported
services, schools and libraries eligible
for support under this subpart may
form consortia with other eligible
schools and libraries, with health care
providers eligible under subpart G, and
with public sector (governmental) enti-
ties, including, but not limited to,
state colleges and state universities,
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state educational broadcasters, coun-
ties, and municipalities, when ordering
telecommunications and other sup-
ported services under this subpart.
With one exception, eligible schools
and libraries participating in consortia
with ineligible private sector members
shall not be eligible for discounts for
interstate services under this subpart.
A consortium may include ineligible
private sector entities if the pre-dis-
count prices of any services that such
consortium receives are generally
tariffed rates.

(2) For consortia, discounts under
this subpart shall apply only to the
portion of eligible telecommunications
and other supported services used by
eligible schools and libraries.

(3) Service providers shall keep and
retain records of rates charged to and
discounts allowed for eligible schools
and libraries—on their own or as part
of a consortium. Such records shall be
available for public inspection.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2129, Jan. 13, 1998; 68 FR 36942, June 20,
2003; 75 FR 75411, Dec. 3, 2010; 76 FR 56302,
Sept. 13, 2011]
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(a) Supported services. Supported serv-
ices are listed in the Eligible Services
List as updated annually in accordance
with paragraph (b) of this section. The
services in this subpart will be sup-
ported in addition to all reasonable
charges that are incurred by taking
such services, such as state and federal
taxes. Charges for termination liabil-
ity, penalty surcharges, and other
charges not included in the cost of tak-
ing such service shall not be covered by
the universal service support mecha-
nisms. These supported services fall
within the following general cat-
egories:

(1) Telecommunications services. For
purposes of this subpart, supported
telecommunications services provided
by telecommunications carriers in-
clude all commercially available tele-
communications services.

(2) Telecommunications. For purposes
of this subpart, supported tele-
communications can be provided in
whole or in part via fiber by any enti-
ty.

Eligible services.
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(38) Internet access. For purposes of
this subpart, Internet access is as de-
fined in §54.5.

(4) Internal connections and basic
maintenance. (i) For purposes of this
subpart, a service is eligible for support
as a component of an institution’s in-
ternal connections if such service is
necessary to transport information
within one or more instructional build-
ings of a single school campus or with-
in one or more non-administrative
buildings that comprise a single library
branch. Discounts are not available for
internal connections in non-instruc-
tional buildings of a school or school
district, or in administrative buildings
of a library, to the extent that a li-
brary system has separate administra-
tive buildings, unless those internal
connections are essential for the effec-
tive transport of information to an in-
structional building of a school or to a
non-administrative building of a Ili-
brary or the Commission has found
that the use of those services meets the
definition of educational purpose. In-
ternal connections do not include con-
nections that extend beyond a single
school campus or single library branch.
There is a rebuttable presumption that
a connection does not constitute an in-
ternal connection if it crosses a public
right-of-way.

(ii) For purposes of this subpart,
basic maintenance services shall be eli-
gible as an internal connections service
if, but for the maintenance at issue,
the internal connection would not
function and serve its intended purpose
with the degree of reliability ordi-
narily provided in the marketplace to
entities receiving such services. Basic
maintenance services do not include
services that maintain equipment that
is not supported or that enhance the
utility of equipment beyond the trans-
port of information, or diagnostic serv-
ices in excess of those necessary to
maintain the equipment’s ability to
transport information.

(iii) Each eligible school or library
shall be eligible for support for inter-
nal connections services, except basic
maintenance services, no more than
twice every five funding years. For the
purpose of determining eligibility, the
five-year period begins in any funding
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year in which the school or library re-
ceives discounted internal connections
services other than basic maintenance
services. If a school or library receives
internal connections services other
than basic maintenance services that
are shared with other schools or librar-
ies (for example, as part of a consor-
tium), the shared services will be at-
tributed to the school or library in de-
termining whether it is eligible for
support.

(b) Eligible Services List. (1) The Ad-
ministrator shall submit by March 30
of each year a draft list of services eli-
gible for support, based on the Commis-
sion’s rules for the following funding
year. The Wireline Competition Bureau
will issue a Public Notice seeking com-
ment on the Administrator’s proposed
eligible services list. At least 60 days
prior to the opening of the window for
the following funding year, the final
list of services eligible for support will
be released.

(2) All supported services are listed in
the Eligible Services List as updated
annually in accordance with paragraph
(b)(1) of this section.

[75 FR 75411, Dec. 3, 2010]

§54.503 Competitive bidding require-
ments.

(a) All entities participating in the
schools and libraries universal service
support program must conduct a fair
and open competitive bidding process,
consistent with all requirements set
forth in this subpart.

NOTE TO PARAGRAPH (a): The following is
an illustrative list of activities or behaviors
that would not result in a fair and open com-
petitive bidding process: the applicant for
supported services has a relationship with a
service provider that would unfairly influ-
ence the outcome of a competition or would
furnish the service provider with inside in-
formation; someone other than the applicant
or an authorized representative of the appli-
cant prepares, signs, and submits the FCC
Form 470 and certification; a service pro-
vider representative is listed as the FCC
Form 470 contact person and allows that
service provider to participate in the com-
petitive bidding process; the service provider
prepares the applicant’s FCC Form 470 or
participates in the bid evaluation or vendor
selection process in any way; the applicant
turns over to a service provider the responsi-
bility for ensuring a fair and open competi-
tive bidding process; an applicant employee

§54.503

with a role in the service provider selection
process also has an ownership interest in the
service provider seeking to participate in the
competitive bidding process; and the appli-
cant’s FCC Form 470 does not describe the
supported services with sufficient specificity
to enable interested service providers to sub-
mit responsive bids.

(b) Competitive bid requirements. Ex-
cept as provided in §54.511(c), an eligi-
ble school, library, or consortium that
includes an eligible school or library
shall seek competitive bids, pursuant
to the requirements established in this
subpart, for all services eligible for
support under §54.502. These competi-
tive bid requirements apply in addition
to state and local competitive bid re-
quirements and are not intended to
preempt such state or local require-
ments.

(c) Posting of FCC Form 470. (1) An eli-
gible school, library, or consortium
that includes an eligible school or li-
brary seeking to receive discounts for
eligible services under this subpart,
shall submit a completed FCC Form 470
to the Administrator to initiate the
competitive bidding process. The FCC
Form 470 and any request for proposal
cited in the FCC Form 470 shall in-
clude, at a minimum, the following in-
formation, to the extent applicable
with respect to the services requested:

(i) A list of specified services for
which the school, library, or consortia
including such entities, anticipates
they are likely to seek discounts; and

(ii) Sufficient information to enable
bidders to reasonably determine the
needs of the applicant.

(2) The FCC Form 470 shall be signed
by the person authorized to order eligi-
ble services for the eligible school, 1li-
brary, or consortium including such
entities and shall include that person’s
certification under oath that:

(i) The schools meet the statutory
definition of ‘‘elementary school’” or
‘“‘secondary school” as defined in
§54.500(c) or (k) of these rules, do not
operate as for-profit businesses, and do
not have endowments exceeding $50
million.

(ii) The libraries or library consortia
eligible for assistance from a State li-
brary administrative agency under the
Library Services and Technology Act
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of 1996 do not operate as for-profit busi-
nesses and whose budgets are com-
pletely separate from any school (in-
cluding, but not limited to, elementary
and secondary schools, colleges, and
universities).

(iii) All of the individual schools, li-
braries, and library consortia receiving
services are or will be covered by:

(A) Technology plans for using the
services requested in the application;
or

(B) No technology plan is required by
Commission rules.

(iv) To the extent a technology plan
is required by §54.508, the technology
plan(s) has/have been/will be approved
consistent with §54.508.

(v) The services the school, library,
or consortium purchases at discounts
will be used primarily for educational
purposes and will not be sold, resold, or
transferred in consideration for money
or any other thing of value, except as
allowed by §54.513.

(vi) Support under this support mech-
anism is conditional upon the school(s)
and library(ies) securing access to all
of the resources, including computers,
training, software, maintenance, inter-
nal connections, and electrical connec-
tions necessary to use the services pur-
chased effectively.

(vii) All bids submitted for eligible
products and services will be carefully
considered, with price being the pri-
mary factor, and the bid selected will
be for the most cost-effective service
offering consistent with §54.511.

(3) The Administrator shall post each
FCC Form 470 that it receives from an
eligible school, library, or consortium
that includes an eligible school or li-
brary on its website designated for this
purpose.

(4) After posting on the Administra-
tor’s website an eligible school’s, li-
brary’s, or consortium’s FCC Form 470,
the Administrator shall send confirma-
tion of the posting to the entity re-
questing service. That entity shall
then wait at least four weeks from the
date on which its description of serv-
ices is posted on the Administrator’s
website before making commitments
with the selected providers of services.
The confirmation from the Adminis-
trator shall include the date after

47 CFR Ch. | (10-1-12 Edition)

which the requestor may sign a con-
tract with its chosen provider(s).

(d) Gift restrictions. (1) Subject to
paragraphs (d)(3) and (4) of this section,
an eligible school, library, or consor-
tium that includes an eligible school or
library may not directly or indirectly
solicit or accept any gift, gratuity,
favor, entertainment, loan, or any
other thing of value from a service pro-
vider participating in or seeking to
participate in the schools and libraries
universal service program. No such
service provider shall offer or provide
any such gift, gratuity, favor, enter-
tainment, loan, or other thing of value
except as otherwise provided herein.
Modest refreshments not offered as
part of a meal, items with little intrin-
sic value intended solely for presen-
tation, and items worth $20 or less, in-
cluding meals, may be offered or pro-
vided, and accepted by any individuals
or entities subject to this rule, if the
value of these items received by any in-
dividual does not exceed $50 from any
one service provider per funding year.
The $50 amount for any service pro-
vider shall be calculated as the aggre-
gate value of all gifts provided during a
funding year by the individuals speci-
fied in paragraph (d)(2)(ii) of this sec-
tion.

(2) For purposes of this paragraph:

(i) The terms ‘‘school, library, or con-
sortium” include all individuals who
are on the governing boards of such en-
tities (such as members of a school
committee), and all employees, offi-
cers, representatives, agents, consult-
ants or independent contractors of
such entities involved on behalf of such
school, library, or consortium with the
Schools and Libraries Program of the
Universal Service Fund (E-rate Pro-
gram), including individuals who pre-
pare, approve, sign or submit E-rate
applications, technology plans, or
other forms related to the E-rate Pro-
gram, or who prepare bids, commu-
nicate or work with E-rate service pro-
viders, E-rate consultants, or with
USAC, as well as any staff of such enti-
ties responsible for monitoring compli-
ance with the E-rate Program; and

(ii) The term ‘‘service provider’ in-
cludes all individuals who are on the
governing boards of such an entity
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(such as members of the board of direc-
tors), and all employees, officers, rep-
resentatives, agents, or independent
contractors of such entities.

(3) The restrictions set forth in this
paragraph shall not be applicable to
the provision of any gift, gratuity,
favor, entertainment, loan, or any
other thing of value, to the extent
given to a family member or a friend
working for an eligible school, library,
or consortium that includes an eligible
school or library, provided that such
transactions:

(i) Are motivated solely by a personal
relationship,

(ii) Are not rooted in any service pro-
vider business activities or any other
business relationship with any such eli-
gible school, library, or consortium,
and

(iii) Are provided using only the do-
nor’s personal funds that will not be re-
imbursed through any employment or
business relationship.

(4) Any service provider may make
charitable donations to an eligible
school, library, or consortium that in-
cludes an eligible school or library in
the support of its programs as long as
such contributions are not directly or
indirectly related to E-rate procure-
ment activities or decisions and are
not given by service providers to cir-
cumvent competitive bidding and other
E-rate program rules, including those
in paragraph (c)(2)(vi) of this section,
requiring schools and libraries to pay
their own non-discount share for the
services they are purchasing.

[75 FR 75412, Dec. 3, 2010, as amended at 76
FR 56302, Sept. 13, 2011]

§54.504 Requests for services.

(a) Filing of the FCC Form 471. An eli-
gible school, library, or consortium
that includes an eligible school or li-
brary seeking to receive discounts for
eligible services under this subpart,
shall, upon signing a contract for eligi-
ble services, submit a completed FCC
Form 471 to the Administrator. A com-
mitment of support is contingent upon
the filing of an FCC Form 471.

(1) The FCC Form 471 shall be signed
by the person authorized to order eligi-
ble services for the eligible school, 1li-
brary, or consortium and shall include
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that person’s certification under oath
that:

(i) The schools meet the statutory
definition of ‘‘elementary school’ or
‘“‘secondary school’” as defined in
§54.500(c) or (k) of these rules, do not
operate as for-profit businesses, and do
not have endowments exceeding $50
million.

(ii) The libraries or library consortia
eligible for assistance from a State li-
brary administrative agency under the
Library Services and Technology Act
of 1996 do not operate as for-profit busi-
nesses and whose budgets are com-
pletely separate from any school (in-
cluding, but not limited to, elementary
and secondary schools, colleges, and
universities).

(iii) The entities listed on the FCC
Form 471 application have secured ac-
cess to all of the resources, including
computers, training, software, mainte-
nance, internal connections, and elec-
trical connections, necessary to make
effective use of the services purchased,
as well as to pay the discounted
charges for eligible services from funds
to which access has been secured in the
current funding year. The billed entity
will pay the non-discount portion of
the cost of the goods and services to
the service provider(s).

(iv) All of the schools and libraries
listed on the FCC Form 471 application
are or will be covered by:

(A) Technology plan(s) for using the
services requested in the application;
or

(B) No technology plan is required by
Commission rules.

(v) To the extent a technology plan is
required by §54.508, status of tech-
nology plan(s) has/have been approved
or will be approved by a state or other
authorized body.

(vi) The entities listed on the FCC
Form 471 application have complied
with all applicable state and local laws
regarding procurement of services for
which support is being sought.

(vii) The services the school, library,
or consortium purchases at discounts
will be used primarily for educational
purposes and will not be sold, resold, or
transferred in consideration for money
or any other thing of value, except as
allowed by §54.513.
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(viii) The entities listed in the appli-
cation have complied with all program
rules and acknowledge that failure to
do so may result in denial of discount
funding and/or recovery of funding.

(ix) The applicant understands that
the discount level used for shared serv-
ices is conditional, for future years,
upon ensuring that the most disadvan-
taged schools and libraries that are
treated as sharing in the service, re-
ceive an appropriate share of benefits
from those services.

(x) The applicant recognizes that it
may be audited pursuant to its applica-
tion, that it will retain for five years
any and all worksheets and other
records relied upon to fill out its appli-
cation, and that, if audited, it will
make such records available to the Ad-
ministrator.

(xi) All bids submitted to a school, 1i-
brary, or consortium seeking eligible
services were carefully considered and
the most cost-effective bid was selected
in accordance with §54.503 of this sub-
part, with price being the primary fac-
tor considered, and is the most cost-ef-
fective means of meeting educational
needs and technology plan goals.

(2) [Reserved]

(b) Mixed eligibility requests. If 30 per-
cent or more of a request for discounts
made in an FCC Form 471 is for ineli-
gible services, the request shall be de-
nied in its entirety.

(c) Rate disputes. Schools, libraries,
and consortia including those entities,
and service providers may have re-
course to the Commission, regarding
interstate rates, and to state commis-
sions, regarding intrastate rates, if
they reasonably believe that the lowest
corresponding price is unfairly high or
low.

(1) Schools, libraries, and consortia
including those entities may request
lower rates if the rate offered by the
carrier does not represent the lowest
corresponding price.

(2) Service providers may request
higher rates if they can show that the
lowest corresponding price is not com-
pensatory, because the relevant school,
library, or consortium including those
entities is not similarly situated to and
subscribing to a similar set of services
to the customer paying the lowest cor-
responding price.
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(d) Service substitution. (1) The Admin-
istrator shall grant a request by an ap-
plicant to substitute a service or prod-
uct for one identified on its FCC Form
471 where:

(i) The service or product has the
same functionality;

(i1) The substitution does not violate
any contract provisions or state or
local procurement laws;

(iii) The substitution does not result
in an increase in the percentage of in-
eligible services or functions; and

(iv) The applicant certifies that the
requested change is within the scope of
the controlling FCC Form 470, includ-
ing any associated Requests for Pro-
posal, for the original services.

(2) In the event that a service substi-
tution results in a change in the pre-
discount price for the supported serv-
ice, support shall be based on the lower
of either the pre-discount price of the
service for which support was origi-
nally requested or the pre-discount
price of the new, substituted service.

(3) For purposes of this rule, the
broad categories of eligible services
(telecommunications service, Internet
access, and internal connections) are
not deemed to have the same
functionality with one another.

(e) Mixed eligibility services. A request
for discounts for a product or service
that includes both eligible and ineli-
gible components must allocate the
cost of the contract to eligible and in-
eligible components.

(1) Ineligible components. If a product
or service contains ineligible compo-
nents, costs must be allocated to the
extent that a clear delineation can be
made between the eligible and ineli-
gible components. The delineation
must have a tangible basis, and the
price for the eligible portion must be
the most cost-effective means of re-
ceiving the eligible service.

(2) Ancillary ineligible components. If a
product or service contains ineligible
components that are ancillary to the
eligible components, and the product
or service is the most cost-effective
means of receiving the eligible compo-
nent functionality, without regard to
the value of the ineligible component,
costs need not be allocated between the
eligible and ineligible components. Dis-
counts shall be provided on the full
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cost of the product or service. An ineli-
gible component is ‘‘ancillary’ if a
price for the ineligible component can-
not be determined separately and inde-
pendently from the price of the eligible
components, and the specific package
remains the most cost-effective means
of receiving the eligible services, with-
out regard to the value of the ineligible
functionality.

(3) The Administrator shall utilize
the cost allocation requirements of
this subparagraph in evaluating mixed
eligibility requests under paragraph
(e)(1) of this section.

(f) Filing of FCC Form 473. All service
providers eligible to provide tele-
communications and other supported
services under this subpart shall sub-
mit annually a completed FCC Form
473 to the Administrator. The FCC
Form 473 shall be signed by an author-
ized person and shall include that per-
son’s certification under oath that:

(1) The prices in any offer that this
service provider makes pursuant to the
schools and libraries universal service
support program have been arrived at
independently, without, for the purpose
of restricting competition, any con-
sultation, communication, or agree-
ment with any other offeror or compet-
itor relating to those prices, the inten-
tion to submit an offer, or the methods
or factors used to calculate the prices
offered;

(2) The prices in any offer that this
service provider makes pursuant to the
schools and libraries universal service
support program will not be knowingly
disclosed by this service provider, di-
rectly or indirectly, to any other offer-
or or competitor before bid opening (in
the case of a sealed bid solicitation) or
contract award (in the case of a nego-
tiated solicitation) unless otherwise re-
quired by law; and

(3) No attempt will be made by this
service provider to induce any other
concern to submit or not to submit an
offer for the purpose of restricting
competition.

[75 FR 75413, Dec. 3, 2010, as amended at 76
FR 56303, Sept. 13, 2011]

§54.505 Discounts.

(a) Discount mechanism. Discounts for
eligible schools and libraries shall be
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set as a percentage discount from the
pre-discount price.

(b) Discount percentages. The dis-
counts available to eligible schools and
libraries shall range from 20 percent to
90 percent of the pre-discount price for
all eligible services provided by eligible
providers, as defined in this subpart.
The discounts available to a particular
school, library, or consortium of only
such entities shall be determined by in-
dicators of poverty and high cost.

(1) For schools and school districts,
the level of poverty shall be measured
by the percentage of their student en-
rollment that is eligible for a free or
reduced price lunch under the national
school lunch program or a federally-ap-
proved alternative mechanism. School
districts applying for eligible services
on behalf of their individual schools
may calculate the district-wide per-
centage of eligible students using a
weighted average. For example, a
school district would divide the total
number of students in the district eli-
gible for the national school lunch pro-
gram by the total number of students
in the district to compute the district-
wide percentage of eligible students.
Alternatively, the district could apply
on behalf of individual schools and use
the respective percentage discounts for
which the individual schools are eligi-
ble.

(2) For libraries and library con-
sortia, the level of poverty shall be
based on the percentage of the student
enrollment that is eligible for a free or
reduced price lunch under the national
school lunch program or a federally-ap-
proved alternative mechanism in the
public school district in which they are
located. If the library is not in a school
district then its level of poverty shall
be based on an average of the percent-
age of students eligible for the national
school lunch program in each of the
school districts that children living in
the library’s location attend. Library
systems applying for discounted serv-
ices on behalf of their individual
branches shall calculate the system-
wide percentage of eligible families
using an unweighted average based on
the percentage of the student enroll-
ment that is eligible for a free or re-
duced price lunch under the national
school lunch program in the public
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school district in which they are lo-
cated for each of their branches or fa-
cilities.

(3) The Administrator shall classify
schools and libraries as ‘‘urban’ or
“rural”’ based on location in an urban
or rural area, according to the fol-
lowing desigantions.

(i) Schools and libraries located in
metropolitan counties, as measured by
the Office of Management and Budget’s
Metropolitan Statistical Area method,
shall be designated as urban, except for
those schools and libraries located
within metropolitan counties identi-
fied by census block or tract in the
Goldsmith Modification.

(ii) Schools and libraries located in
non-metropolitan counties, as meas-
ured by the Office of Management and
Budget’s Metropolitan Statistical Area
method, shall be designated as rural.
Schools and libraries located in rural
areas within metropolitan counties
identified by census block or tract in
the Goldsmith Modification shall also
be designated as rural.

(4) School districts, library systems,
or other billed entities shall calculate
discounts on supported services de-
scribed in §54.502(b) that are shared by
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two or more of their schools, libraries,
or consortia members by calculating
an average based on the applicable dis-
counts of all member schools and li-
braries. School districts, library sys-
tems, or other billed entities shall en-
sure that, for each year in which an eli-
gible school or library is included for
purposes of calculating the aggregate
discount rate, that eligible school or li-
brary shall receive a proportionate
share of the shared services for which
support is sought. For schools, the av-
erage discount shall be a weighted av-
erage of the applicable discount of all
schools sharing a portion of the shared
services, with the weighting based on
the number of students in each school.
For libraries, the average discount
shall be a simple average of the appli-
cable discounts to which the libraries
sharing a portion of the shared services
are entitled.

(¢c) Matrix. The Administrator shall
use the following matrix to set a dis-
count rate to be applied to eligible
interstate services purchased by eligi-
ble schools, school districts, libraries,
or library consortia based on the insti-
tution’s level of poverty and location
in an ‘“‘urban’ or ‘‘rural’’ area.

Schools and Libraries discount matrix

Discount level

How disadvantaged?

% of students eligible for national school lunch program

Urban discount Rural discount

£S5 OO SOOI ERRO 20 25
e £ OO OO OO 40 50
20734 o 50 60
85749 o 60 70
BO—T74 oo 80 80
TE=100 ..o 920 920

(d) [Reserved]

(e) Interstate and intrastate services.
Federal universal service support for
schools and libraries shall be provided
for both interstate and intrastate serv-
ices.

(1) Federal universal service support
under this subpart for eligible schools
and libraries in a state is contingent
upon the establishment of intrastate
discounts no less than the discounts
applicable for interstate services.

(2) A state may, however, secure a
temporary waiver of this latter re-
quirement based on unusually compel-
ling conditions.

(f) State support. Federal universal
service discounts shall be based on the
price of a service prior to the applica-
tion of any state provided support for
schools or libraries.

[62 FR 32948, June 17, 1997, as amended at 62
FR 41304, Aug. 1, 1997; 63 FR 2130, Jan. 13,
1998; 63 FR 70572, Dec. 21, 1998; 75 FR 175414,
Dec. 3, 2010]

§54.506 [Reserved]

§54.507 Cap.

(a) Amount of the annual cap. In fund-
ing year 2010 and subsequent funding
years, the $2.25 billion funding cap on
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federal universal service support for
schools and libraries shall be automati-
cally increased annually to take into
account increases in the rate of infla-
tion as calculated in paragraph (a)(1) of
this section.

(1) Increase calculation. To measure
increases in the rate of inflation for
the purposes of this paragraph (a), the
Commission shall use the Gross Domes-
tic Product Chain-type Price Index
(GDP-CPI). To compute the annual in-
crease as required by this paragraph
(a), the percentage increase in the
GDP-CPI from the previous year will
be used. For instance, the annual in-
crease in the GDP-CPI from 2008 to 2009
would be used for the 2010 funding year.
The increase shall be rounded to the
nearest 0.1 percent by rounding 0.05
percent and above to the next higher
0.1 percent and otherwise rounding to
the next lower 0.1 percent. This per-
centage increase shall be added to the
amount of the annual funding cap from
the previous funding year. If the yearly
average GDP-CPI decreases or stays
the same, the annual funding cap shall
remain the same as the previous year.

(2) Public notice. When the calculation
of the yearly average GDP-CPI is de-
termined, the Wireline Competition
Bureau shall publish a public notice in
the FEDERAL REGISTER within 60 days
announcing any increase of the annual
funding cap based on the rate of infla-
tion.

(3) Amount of unused funds. All funds
collected that are unused shall be car-
ried forward into subsequent funding
years for use in the schools and librar-
ies support mechanism in accordance
with the public interest and notwith-
standing the annual cap.

(i) The Administrator shall report to
the Commission, on a quarterly basis,
funding that is unused from prior years
of the schools and libraries support
mechanism.

(i1) Application of unused funds. On an
annual basis, in the second quarter of
each calendar year, all funds that are
collected and that are unused from
prior years shall be available for use in
the next full funding year of the
schools and libraries mechanism in ac-
cordance with the public interest and
notwithstanding the annual cap as de-
scribed in this paragraph (a).

§54.507

(b) A funding year for purposes of the
schools and libraries cap shall be the
period July 1 through June 30.

(c) Requests. Funds shall be available
to fund discounts for eligible schools
and libraries and consortia of such eli-
gible entities on a first-come-first-
served basis, with requests accepted be-
ginning on the first of July prior to
each funding year. The Administrator
shall maintain on the Administrator’s
website a running tally of the funds al-
ready committed for the existing fund-
ing year. The Administrator shall im-
plement an initial filing period that
treats all schools and libraries filing
within that period as if their applica-
tions were simultaneously received.
The initial filing period shall begin on
the date that the Administrator begins
to receive applications for support, and
shall conclude on a date to be deter-
mined by the Administrator. The Ad-
ministrator may implement such addi-
tional filing periods as it deems nec-
essary.

(d) Annual filing requirement. Schools
and libraries, and consortia of such eli-
gible entities shall file new funding re-
quests for each funding year no sooner
than the July 1 prior to the start of
that funding year. Schools, libraries,
and eligible consortia must use recur-
ring services for which discounts have
been committed by the Administrator
within the funding year for which the
discounts were sought. The deadline for
implementation of non-recurring serv-
ices will be September 30 following the
close of the funding year. An applicant
may request and receive from the Ad-
ministrator an extension of the imple-
mentation deadline for non-recurring
services if it satisfies one of the fol-
lowing criteria:

(1) The applicant’s funding commit-
ment decision letter is issued by the
Administrator on or after March 1 of
the funding year for which discounts
are authorized;

(2) The applicant receives a service
provider change authorization or serv-
ice substitution authorization from the
Administrator on or after March 1 of
the funding year for which discounts
are authorized;

(3) The applicant’s service provider is
unable to complete implementation for
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reasons beyond the service provider’s
control; or

(4) The applicant’s service provider is
unwilling to complete installation be-
cause funding disbursements are de-
layed while the Administrator inves-
tigates their application for program
compliance.

(e) Long term contracts. If schools and
libraries enter into long term contracts
for eligible services, the Administrator
shall only commit funds to cover the
pro rata portion of such a long term
contract scheduled to be delivered dur-
ing the funding year for which uni-
versal service support is sought.

(f) Date services must be supplied. The
Administrator shall not approve fund-
ing for services received by a school or
library before January 1, 1998.

(g) Rules of priority. The Adminis-
trator shall act in accordance with
paragraph (g)(1) of this section with re-
spect to applicants that file an FCC
Form 471, as described in §54.504(a),
when a filing period described in para-
graph (c) of this section is in effect.
The Administrator shall act in accord-
ance with paragraph (g)(2) of this sec-
tion with respect to applicants that file
an FCC Form 471, as described in
§54.504(a), at all times other than with-
in a filing period described in para-
graph (c¢) of this section.

(1) When the filing period described
in paragraph (c) of this section closes,
the Administrator shall calculate the
total demand for support submitted by
applicants during the filing period. If
total demand exceeds the total support
available for that funding year, the Ad-
ministrator shall take the following
steps:

(i) The Administrator shall first cal-
culate the demand for services listed
under the telecommunications serv-
ices, telecommunications, and Internet
access categories on the eligible serv-
ices list for all discount levels, as de-
termined by the schools and libraries
discount matrix in §54.505(c). These
services shall receive first priority for
the available funding.

(ii) The Administrator shall then cal-
culate the amount of available funding
remaining after providing support for
the telecommunications and Internet
access categories for all discount lev-
els. The Administrator shall allocate
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the remaining funds to the requests for
support for internal connections, be-
ginning with the most economically
disadvantaged schools and libraries, as
determined by the schools and libraries
discount matrix in §54.505(c) of this
part. Schools and libraries eligible for
a 90 percent discount shall receive first
priority for the remaining funds, and
those funds will be applied to their re-
quests for internal connections.

(iii) To the extent that funds remain
after the allocation described in
§§54.507(2)(1)(1) and (ii), the Adminis-
trator shall next allocate funds toward
the requests for internal connections
submitted by schools and libraries eli-
gible for an 80 percent discount, then
for a 70 percent discount, and shall con-
tinue committing funds for internal
connections in the same manner to the
applicants at each descending discount
level until there are no funds remain-
ing.

NOTE TO PARAGRAPH (g)(1)(iii): To the ex-
tent that there are single discount percent-
age levels associated with ‘‘shared services”
under §54.505(b)(4), the Administrator shall
allocate funds for internal connections be-
ginning at the ninety percent discount level,
then for the eighty-nine percent discount,
then for the eighty-eight percent discount,
and shall continue committing funds for in-
ternal connections in the same manner to
the applicants at each descending discount
level until there are no funds remaining.

(iv) If the remaining funds are not
sufficient to support all of the funding
requests within a particular discount
level, Schools and Libraries Corpora-
tion shall divide the total amount of
remaining support available by the
amount of support requested within
the particular discount level to
produce a pro-rata factor. Schools and
Libraries Corporation shall reduce the
support level for each applicant within
the particular discount level, by multi-
plying each applicant’s requested
amount of support by the pro-rata fac-
tor.

(v) Schools and Libraries Corporation
shall commit funds to all applicants
consistent with the calculations de-
scribed herein.

(2) Rules of priority. When expendi-
tures in any funding year reach the
level where only $250 million remains
before the cap will be reached, funds
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shall be distributed in accordance to
the following rules of priority:

(i) The Administrator or the Admin-
istrator’s subcontractor shall post a
message on the Administrator’s
website, notify the Commission, and
take reasonable steps to notify the
educational and library communities
that commitments for the remaining
$250 million of support will only be
made to the most economically dis-
advantaged schools and libraries (those
in the two most disadvantaged cat-
egories) for the next 30 days or the re-
mainder of the funding year, whichever
is shorter.

(ii) The most economically disadvan-
taged schools and libraries (those in
the two most disadvantaged categories)
that have not received discounts from
the universal service support mecha-
nism in the previous or current funding
years shall have exclusive rights to se-
cure commitments for universal serv-
ice support under this subpart for a 30-
day period or the remainder of the
funding year, whichever is shorter. If
such schools and libraries have re-
ceived universal service support only
for basic telephone service in the pre-
vious or current funding years, they
shall remain eligible for the highest
priority once spending commitments
leave only $250 million remaining be-
fore the funding cap is reached.

(iii) Other economically disadvan-
taged schools and libraries (those in
the two most disadvantaged categories)
that have received discounts from the
universal service support mechanism in
the previous or current funding years
shall have the next highest priority, if
additional funds are available at the
end of the 30-day period or the funding
year, whichever is shorter.

(iv) After all requests submitted by
schools and libraries described in para-
graphs (g2)(2) and (g)(3) of this section
during the 30-day period have been
met, the Administrator shall allocate
the remaining available funds to all
other eligible schools and libraries in
the order in which their requests have
been received by the Administrator,
until the $250 million is exhausted or
the funding year ends.

[62 FR 32948, June 17, 1997]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §54.507, see the List of CFR

§54.508

Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.fdsys.gov.

§54.508 Technology plans.

(a) Applicants must develop a tech-
nology plan when requesting discounts
for internal connections and basic
maintenance for internal connections.
Applicants must document the date on
which the technology plan was created.
The technology plan must include the
following elements:

(1) A clear statement of goals and a
realistic strategy for using tele-
communications and information tech-
nology to improve education or library
services;

(2) A professional development strat-
egy to ensure that the staff under-
stands how to use these new tech-
nologies to improve education or li-
brary services;

(3) An assessment of the tele-
communication services, hardware,
software, and other services that will
be needed to improve education or li-
brary services; and

(4) An evaluation process that en-
ables the school or library to monitor
progress toward the specified goals and
make mid-course corrections in re-
sponse to new developments and oppor-
tunities as they arise.

(b) Relevance of approval under En-
hancing Education through Technology.
Technology plans that meet the stand-
ards of the U.S. Department of Edu-
cation’s Enhancing Education Through
Technology (EETT), 20 U.S.C. 6764, are
sufficient for satisfying paragraphs
(a)(1) through (4) of this section. Fur-
thermore, to the extent that the U.S.
Department of Education adopts future
technology plan requirements that re-
quire one or more of the four elements
described in paragraph (a) of this sec-
tion, such plans will be acceptable for
satisfying those elements of paragraph
(a) of this section. Applicants with
such plans will only need to supple-
ment such plans with the analysis
needed to satisfy those elements of
paragraph (a) of this section not cov-
ered by the future Department of Edu-
cation technology plan requirements.

(c) Timing of certification. As required
under §§54.503(c)(2)(iii) and
54.504(a)(1)(iv), applicants must certify
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that they have prepared any required
technology plans. They must also con-
firm, in FCC Form 486, that their plan
was approved before they began receiv-
ing services pursuant to it.

(d) Parties qualified to approve tech-
nology plans required in this subpart. Ap-
plicants required to prepare and obtain
approval of technology plans under this
subpart must obtain such approval
from either their state, the Adminis-
trator, or an independent entity ap-
proved by the Commission or certified
by the Administrator as qualified to
provide such approval. All parties who
will provide such approval must apply
the standards set forth in paragraphs
(a) and (b) of this section.

[75 FR 75415, Dec. 3, 2010]

§54.509 Adjustments to the discount
matrix.

(a) Estimating future spending requests.
When submitting their requests for
specific amounts of funding for a fund-
ing year, schools, libraries, library con-
sortia, and consortia including such en-
tities shall also estimate their funding
requests for the following funding year
to enable the Administrator, to esti-
mate funding demand for the following
year.

(b) Reduction in percentage dis-
counts. At all times other than within
a filing period described in §54.507(c), if
the estimates schools and libraries
make of their future funding needs lead
the Administrator to predict that total
funding request for a funding year will
exceed the available funding, the Ad-
ministrator shall calculate the per-
centage reduction to all schools and li-
braries, except those in the two most
disadvantaged categories, necessary to
permit all requests in the next funding
year to be fully funded.

(c) Remaining funds. If funds remain
under the cap at the end of the funding
year in which discounts have been re-
duced below those set in the matrices,
the Administrator shall consult with
the Commission to establish the best
way to distribute those funds.

[62 FR 32948, June 17, 1997, as amended at 62
FR 41304, Aug. 1, 1997; 63 FR 70572, Dec. 21,
1998; 69 FR 6191, Feb. 10, 2004]
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§54.511 Ordering services.

(a) Selecting a provider of eligible serv-
ices. In selecting a provider of eligible
services, schools, libraries, library con-
sortia, and consortia including any of
those entities shall carefully consider
all bids submitted and must select the
most cost-effective service offering. In
determining which service offering is
the most cost-effective, entities may
consider relevant factors other than
the pre-discount prices submitted by
providers, but price should be the pri-
mary factor considered.

(b) Lowest corresponding price. Pro-
viders of eligible services shall not
charge schools, school districts, librar-
ies, library consortia, or consortia in-
cluding any of these entities a price
above the lowest corresponding price
for supported services, unless the Com-
mission, with respect to interstate
services or the state commission with
respect to intrastate services, finds
that the lowest corresponding price is
not compensatory. Promotional rates
offered by a service provider for a pe-
riod of more than 90 days must be in-
cluded among the comparable rates
upon which the lowest corresponding
price is determined.

(c) Existing contracts. (1) A signed con-
tract for services eligible for discounts
pursuant to this subpart between an el-
igible school or library as defined
under §54.501 or consortium that in-
cludes an eligible school or library and
a service provider shall be exempt from
the requirements set forth in §54.503 as
follows:

(i) A contract signed on or before
July 10, 1997 is exempt from the com-
petitive bid requirements for the life of
the contract; or

(ii) A contract signed after July 10,
1997, but before the date on which the
universal service competitive bid sys-
tem described in §54.503 is operational,
is exempt from the competitive bid re-
quirements only with respect to serv-
ices that are provided under such con-
tract between January 1, 1998 and De-
cember 31, 1998.

(2) For a school, library, or consor-
tium that includes an eligible school or
library that takes service under or pur-
suant to a master contract, the date of
execution of that master contract rep-
resents the applicable date for purposes
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of determining whether and to what ex-
tent the school, library, or consortium
is exempt from the competitive bid re-
quirements.

(d)(1) The exemption from the com-
petitive bid requirements set forth in
paragraph (c) of this section shall not
apply to voluntary extensions or re-
newals of existing contracts.

(2) For the 1998-1999 funding year, a
contract exempt from the competitive
bid requirement, as described in para-
graph (c¢) of this section, may be volun-
tarily extended to September 30, 1999
only to the extent necessary to permit
delivery of the nonrecurring services
subject to that contract and for which
discounts have been approved.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2130, Jan. 13, 1998; 63 FR 33586, June 19,
1998; 63 FR 43097, Aug. 12, 1998; 63 FR 70572,
Dec. 21, 1998; 64 FR 22810, Apr. 28, 1999; 68 FR
36942, June 20, 2003; 75 FR 75415, Dec. 3, 2010]

§54.513 Resale and transfer of serv-
ices.

(a) Prohibition on resale. Eligible sup-
ported services provided at a discount
under this subpart shall not be sold, re-
sold, or transferred in consideration of
money or any other thing of value, ex-
cept as provided in paragraph (b) of
this section.

(b) Disposal of obsolete equipment com-
ponents of eligible services. Eligible
equipment components of eligible serv-
ices purchased at a discount under this
subpart shall be considered obsolete if
the equipment components have has
been installed for at least five years.
Obsolete equipment components of eli-
gible services may be resold or trans-
ferred in consideration of money or any
other thing of value, disposed of, do-
nated, or traded.

(c) Permissible fees. This prohibition
on resale shall not bar schools, school
districts, libraries, and library con-
sortia from charging either computer
lab fees or fees for classes in how to
navigate over the Internet. There is no
prohibition on the resale of services
that are not purchased pursuant to the
discounts provided in this subpart.

(d) Eligible services and equipment
components of eligible services pur-
chased at a discount under this subpart
shall not be transferred, with or with-
out consideration of money or any

§54.515

other thing of value, for a period of
three years after purchase, except that
eligible services and equipment compo-
nents of eligible services may be trans-
ferred to another eligible school or li-
brary in the event that the particular
location where the service originally
was received is permanently or tempo-
rarily closed. If an eligible service or
equipment component of a service is
transferred due to the permanent or
temporary closure of a school or li-
brary, the transferor must notify the
Administrator of the transfer, and both
the transferor and recipient must
maintain detailed records documenting
the transfer and the reason for the
transfer for a period of five years.

[62 FR 32948, June 17, 1997, as amended at 69
FR 6191, Feb. 10, 2004; 75 FR 75415, Dec. 3,
2010]

§54.514 Payment for discounted serv-
1ce.

(a) Choice of payment method. Service
providers providing discounted services
under this subpart in any funding year
shall, prior to the submission the Form
471, permit the billed entity to choose
the method of payment for the dis-
counted services from those methods
approved by the Administrator, includ-
ing by making a full, undiscounted
payment and receiving subsequent re-
imbursement of the discount amount
from the service provider.

(b) Deadline for remittance of reim-
bursement checks. Service providers
that receive discount reimbursement
checks from the Administrator after
having received full payment from the
billed entity must remit the discount
amount to the billed entity no later
than 20 business days after receiving
the reimbursement check.

[68 FR 36942, June 20, 2003]

§54.515 Distributing support.

(a) A telecommunications carrier
providing services eligible for support
under this subpart to eligible schools
and libraries may, at the election of
the carrier, treat the amount eligible
for support under this subpart as an
offset against the carrier’s universal
service contribution obligation for the
year in which the costs for providing
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eligible services were incurred or re-
ceive a direct reimbursement from the
Administrator for that amount. Car-
riers shall elect in January of each
year the method by which they will be
reimbursed and shall remain subject to
that method for the duration of the
calendar year. Any support amount
that is owed a carrier that fails to
remit its monthly universal service
contribution obligation, however, shall
first be applied as an offset to that car-
rier’s contribution obligation. Such a
carrier shall remain subject to the off-
setting method for the remainder of
the calendar year in which it failed to
remit their monthly universal service
obligation. A carrier that continues to
be in arrears on its universal service
contribution obligations at the end of a
calendar year shall remain subject to
the offsetting method for the next cal-
endar year.

(b) If a telecommunications carrier
elects to treat the amount eligible for
support under this subpart as an offset
against the carrier’s universal service
contribution obligation and the total
amount of support owed to the carrier
exceeds its universal service obliga-
tion, calculated on an annual basis, the
carrier shall receive a direct reim-
bursement in the amount of the dif-
ference. Any such reimbursement due a
carrier shall be submitted to that car-
rier no later than the end of the first
quarter of the calendar year following
the year in which the costs were in-
curred and the offset against the car-
rier’s universal service obligation was
applied.

[63 FR 67009, Dec. 4, 1998]

§54.516 Auditing.

(a) Recordkeeping requirements—(1)
Schools and libraries. Schools and librar-
ies shall retain all documents related
to the application for, receipt, and de-
livery of discounted telecommuni-
cations and other supported services
for at least 5 years after the last day of
service delivered in a particular Fund-
ing Year. Any other document that
demonstrates compliance with the
statutory or regulatory requirements
for the schools and libraries mecha-
nism shall be retained as well. Schools
and libraries shall maintain asset and
inventory records of equipment pur-
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chased as components of supported in-
ternal connections services sufficient
to verify the actual location of such
equipment for a period of five years
after purchase.

(2) Service providers. Service providers
shall retain documents related to the
delivery of discounted telecommuni-
cations and other supported services
for at least 5 years after the last day of
the delivery of discounted services.
Any other document that demonstrates
compliance with the statutory or regu-
latory requirements for the schools and
libraries mechanism shall be retained
as well.

(b) Production of records. Schools, 1i-
braries, and service providers shall
produce such records at the request of
any representative (including any audi-
tor) appointed by a state education de-
partment, the Administrator, the FCC,
or any local, state or federal agency
with jurisdiction over the entity.

(c) Audits. Schools, libraries, and
service providers shall be subject to au-
dits and other investigations to evalu-
ate their compliance with the statu-
tory and regulatory requirements for
the schools and libraries universal
service support mechanism, including
those requirements pertaining to what
services and products are purchased,
what services and products are deliv-
ered, and how services and products are
being used. Schools and libraries re-
ceiving discounted services must pro-
vide consent before a service provider
releases confidential information to
the auditor, reviewer, or other rep-
resentative.

[69 FR 55111, Sept. 13, 2004]
§54.517 [Reserved]

§54.518 Support for wide area net-
works.

To the extent that schools, libraries
or consortia that include an eligible
school or library build or purchase a
wide area network to provide tele-
communications services, the cost of
such wide area networks shall not be
eligible for universal service discounts
provided under this subpart.

[75 FR 75415, Dec. 3, 2010]
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§54.519 State telecommunications net-
works.

(a) Telecommunications services. State
telecommunications networks may se-
cure discounts under the universal
service support mechanisms on sup-
ported telecommunications services (as
described in §54.502(a)) on behalf of eli-
gible schools and libraries (as described
in §54.501) or consortia that include an
eligible school or library. Such state
telecommunications networks shall
pass on such discounts to eligible
schools and libraries and shall:

(1) Maintain records listing each eli-
gible school and library and showing
the basis for each eligibility deter-
mination;

(2) Maintain records demonstrating
the discount amount to which each eli-
gible school and library is entitled and
the basis for such determination;

(3) Take reasonable steps to ensure
that each eligible school or library re-
ceives a proportionate share of the
shared services;

(4) Request that service providers
apply the appropriate discount
amounts on the portion of the sup-
ported services used by each school or
library;

(5) Direct eligible schools and librar-
ies to pay the discounted price; and

(6) Comply with the competitive bid
requirements set forth in §54.503.

(b) Internet access and installation and
maintenance of internal connections.
State telecommunications networks ei-
ther may secure discounts on Internet
access and installation and mainte-
nance of internal connections in the
manner described in paragraph (a) of
this section with regard to tele-
communications, or shall be eligible,
consistent with §54.502(a), to receive
universal service support for providing
such services to eligible schools, librar-
ies, and consortia including those enti-
ties.

[63 FR 2131, Jan. 13, 1998; 63 FR 33586, June 19,
1998, as amended at75 FR 75415, Dec. 3, 2010]

§54.520 Children’s Internet Protection
Act certifications required from re-
cipients of discounts under the fed-

eral wuniversal service support
mechanism for schools and librar-
ies.

(a) Definitions.

§54.520

(1) School. For the purposes of the
certification requirements of this rule,
school means school, school board,
school district, local education agency
or other authority responsible for ad-
ministration of a school.

(2) Library. For the purposes of the
certification requirements of this rule,
library means library, library board or
authority responsible for administra-
tion of a library.

(3) Billed entity. Billed entity is de-
fined in §54.500. In the case of a consor-
tium, the billed entity is the lead
member of the consortium.

(4) Statutory definitions.

(i) The term ‘“‘minor’” means any in-
dividual who has not attained the age
of 17 years.

(ii) The term ‘‘obscene’ has the
meaning given such term in 18 U.S.C.
1460.

(iii) The term ‘‘child pornography’’
has the meaning given such term in 18
U.S.C. 2256.

(iv) The term ‘‘harmful to minors”
means any picture, image, graphic
image file, or other visual depiction
that—

(A) Taken as a whole and with re-
spect to minors, appeals to a prurient
interest in nudity, sex, or excretion;

(B) Depicts, describes, or represents,
in a patently offensive way with re-
spect to what is suitable for minors, an
actual or simulated sexual act or sex-
ual contact, actual or simulated nor-
mal or perverted sexual acts, or a lewd
exhibition of the genitals; and

(C) Taken as a whole, lacks serious
literary, artistic, political, or scientific
value as to minors.

(v) The terms ‘‘sexual act” and ‘‘sex-
ual contact” have the meanings given
such terms in 18 U.S.C. 2246.

(vi) The term ‘‘technology protection
measure’”’ means a specific technology
that blocks or filters Internet access to
the material covered by a certification
under paragraph (c¢) of this section.

(b) Who is required to make -certifi-
cations? (1) A school or library that re-
ceives discounts for Internet access and
internal connections services under the
federal universal service support mech-
anism for schools and libraries, must
make such certifications as described
in paragraph (c) of this section. The
certifications required and described in
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paragraph (c) of this section must be
made in each funding year.

(2) Schools and libraries that only re-
ceive discounts for telecommuni-
cations services under the federal uni-
versal service support mechanism for
schools and libraries are not subject to
the requirements 47 U.S.C. 254(h) and
(1), but must indicate, pursuant to the
certification requirements in para-
graph (c) of this section, that they only
receive discounts for telecommuni-
cations services.

(c) Certifications required wunder 47
U.S.C. 254(h) and (1)—(1) Schools. The
billed entity for a school that receives
discounts for Internet access or inter-
nal connections must certify on FCC
Form 486 that an Internet safety policy
is being enforced. If the school is an el-
igible member of a consortium but is
not the billed entity for the consor-
tium, the school must certify instead
on FCC Form 479 (‘“‘Certification to
Consortium Leader of Compliance with
the Children’s Internet Protection
Act”’) that an Internet safety policy is
being enforced.

(i) The Internet safety policy adopted
and enforced pursuant to 47 U.S.C.
254(h) must include a technology pro-
tection measure that protects against
Internet access by both adults and mi-
nors to visual depictions that are ob-
scene, child pornography, or, with re-
spect to use of the computers by mi-
nors, harmful to minors. The school
must enforce the operation of the tech-
nology protection measure during use
of its computers with Internet access,
although an administrator, supervisor,
or other person authorized by the certi-
fying authority under paragraph (a)(1)
of this section may disable the tech-
nology protection measure concerned,
during use by an adult, to enable ac-
cess for bona fide research or other
lawful purpose. This Internet safety
policy must also include monitoring
the online activities of minors. Begin-
ning July 1, 2012, schools’ Internet safe-
ty policies must provide for educating
minors about appropriate online behav-
ior, including interacting with other
individuals on social networking Web
sites and in chat rooms and
cyberbullying awareness and response.

(ii) The Internet safety policy adopt-
ed and enforced pursuant to 47 U.S.C.
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254(1) must address all of the following
issues:

(A) Access by minors to inappro-
priate matter on the Internet and
World Wide Web,

(B) The safety and security of minors
when using electronic mail, chat
rooms, and other forms of direct elec-
tronic communications,

(C) Unauthorized access, including
so-called ‘‘hacking,” and other unlaw-
ful activities by minors online;

(D) Unauthorized disclosure, use, and
dissemination of personal information
regarding minors; and

(E) Measures designed to restrict mi-
nors’ access to materials harmful to
minors.

(iii) A school must satisfy its obliga-
tions to make certifications by making
one of the following certifications re-
quired by paragraph (c)(1) of this sec-
tion on FCC Form 4386:

(A) The recipient(s) of service rep-
resented in the Funding Request Num-
ber(s) on this Form 486 has (have) com-
plied with the requirements of the
Children’s Internet Protection Act, as
codified at 47 U.S.C. 254(h) and (1).

(B) Pursuant to the Children’s Inter-
net Protection Act, as codified at 47
U.S.C. 254(h) and (1), the recipient(s) of
service represented in the Funding Re-
quest Number(s) on this Form 486, for
whom this is the first funding year in
the federal universal service support
mechanism for schools and libraries, is
(are) undertaking such actions, includ-
ing any necessary procurement proce-
dures, to comply with the requirements
of CIPA for the next funding year, but
has (have) not completed all require-
ments of CIPA for this funding year.

(C) The Children’s Internet Protec-
tion Act, as codified at 47 U.S.C. 254(h)
and (1), does not apply because the re-
cipient(s) of service represented in the
Funding Request Number(s) on this
Form 486 is (are) receiving discount
services only for telecommunications
services.

(2) Libraries. The billed entity for a 1li-
brary that receives discounts for Inter-
net access and internal connections
must certify, on FCC Form 486, that an
Internet safety policy is being en-
forced. If the library is an eligible
member of a consortium but is not the
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billed entity for the consortium, the li-
brary must instead certify on FCC
Form 479 (‘‘Certification to Consortium
Leader of Compliance with the Chil-
dren’s Internet Protection Act’) that
an Internet safety policy is being en-
forced.

(i) The Internet safety policy adopted
and enforced pursuant to 47 U.S.C.
254(h) must include a technology pro-
tection measure that protects against
Internet access by both adults and mi-
nors to visual depictions that are ob-
scene, child pornography, or, with re-
spect to use of the computers by mi-
nors, harmful to minors. The library
must enforce the operation of the tech-
nology protection measure during use
of its computers with Internet access,
although an administrator, supervisor,
or other person authorized by the certi-
fying authority under paragraph (a)(2)
of this section may disable the tech-
nology protection measure concerned,
during use by an adult, to enable ac-
cess for bona fide research or other
lawful purpose.

(ii) The Internet safety policy adopt-
ed and enforced pursuant to 47 U.S.C.
254(1) must address all of the following
issues:

(A) Access by minors to inappro-
priate matter on the Internet and
World Wide Web;

(B) The safety and security of minors
when using electronic mail, chat
rooms, and other forms of direct elec-
tronic communications;

(C) Unauthorized access, including
so-called ‘‘hacking,” and other unlaw-
ful activities by minors online;

(D) Unauthorized disclosure, use, and
dissemination of personal information
regarding minors; and

(E) Measures designed to restrict mi-
nors’ access to materials harmful to
minors.

(iii) A library must satisfy its obliga-
tions to make certifications by making
one of the following certifications re-
quired by paragraph (c)(2) of this sec-
tion on FCC Form 486:

(A) The recipient(s) of service rep-
resented in the Funding Request Num-
ber(s) on this Form 486 has (have) com-
plied with the requirements of the
Children’s Internet Protection Act, as
codified at 47 U.S.C. 254(h) and (1).

§54.520

(B) Pursuant to the Children’s Inter-
net Protection Act, as codified at 47
U.S.C. 254(h) and (1), the recipient(s) of
service represented in the Funding Re-
quest Number(s) on this Form 486, for
whom this is the first funding year in
the federal universal service support
mechanism for schools and libraries, is
(are) undertaking such actions, includ-
ing any necessary procurement proce-
dures, to comply with the requirements
of CIPA for the next funding year, but
has (have) not completed all require-
ments of CIPA for this funding year.

(C) The Children’s Internet Protec-
tion Act, as codified at 47 U.S.C. 254(h)
and (1), does not apply because the re-
cipient(s) of service represented in the
Funding Request Number(s) on this
Form 486 is (are) receiving discount
services only for telecommunications
services.

(3) Certifications required from con-
sortia members and billed entities for con-
sortia. (i) The billed entity of a consor-
tium, as defined in paragraph (a)(3) of
this section, other than one requesting
only discounts on telecommunications
services for consortium members, must
collect from the authority for each of
its school and library members, one of
the following signed certifications on
FCC Form 479 (‘‘Certification to Con-
sortium Leader of Compliance with the
Children’s Internet Protection Act’),
which must be submitted to the billed
entity consistent with paragraph (c)(1)
or paragraph (c)(2) of this section:

(A) The recipient(s) of service under
my administrative authority and rep-
resented in the Funding Request Num-
ber(s) for which you have requested or
received Funding Commitments has
(have) complied with the requirements
of the Children’s Internet Protection
Act, as codified at 47 U.S.C. 2564(h) and
Q).

(B) Pursuant to the Children’s Inter-
net Protection Act, as codified at 47
U.S.C. 254(h) and (1), the recipient(s) of
service under my administrative au-
thority and represented in the Funding
Request Number(s) for which you have
requested or received Funding Commit-
ments, and for whom this is the first
funding year in the federal universal
service support mechanism for schools
and libraries, is (are) undertaking such
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actions, including any necessary pro-
curement procedures, to comply with
the requirements of CIPA for the next
funding year, but has (have) not com-
pleted all requirements of CIPA for
this funding year.

(C) The Children’s Internet Protec-
tion Act, as codified at 47 U.S.C. 2564(h)
and (1), does not apply because the re-
cipient(s) of service under my adminis-
trative authority and represented in
the Funding Request Number(s) for
which you have requested or received
Funding Commitments is (are) receiv-
ing discount services only for tele-
communications services; and

(ii) The billed entity for a consor-
tium, as defined in paragraph (a)(3) of
this section, must make one of the fol-
lowing two certifications on FCC Form
486: ‘I certify as the Billed Entity for
the consortium that I have collected
duly completed and signed Forms 479
from all eligible members of the con-
sortium.”’; or I certify ‘‘as the Billed
Entity for the consortium that the
only services that I have been approved
for discounts under the universal serv-
ice support on behalf of eligible mem-
bers of the consortium are tele-
communications services, and there-
fore the requirements of the Children’s
Internet Protection Act, as codified at
47 U.S.C. 2564(h) and (1), do not apply.”’;
and

(iii) The billed entity for a consor-
tium, as defined in paragraph (a)(3) of
this section, who filed an FCC Form 471
as a ‘‘consortium application’ and who
is also a recipient of services as a mem-
ber of that consortium must select one
of the certifications under paragraph
(¢)(3)(i) of this section on FCC Form
486.

(4) Local determination of content. A
determination regarding matter inap-
propriate for minors shall be made by
the school board, local educational
agency, library, or other authority re-
sponsible for making the determina-
tion. No agency or instrumentality of
the United States Government may es-
tablish criteria for making such deter-
mination; review the determination
made by the certifying school, school
board, school district, local edu-
cational agency, library, or other au-
thority; or consider the criteria em-
ployed by the certifying school, school
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board, school district, local edu-
cational agency, library, or other au-
thority in the administration of the
schools and libraries universal service
support mechanism.

(5) Awvailability for review. Each Inter-
net safety policy adopted pursuant to
47 U.S.C. 2564(1) shall be made available
to the Commission, upon request from
the Commission, by the school, school
board, school district, local edu-
cational agency, library, or other au-
thority responsible for adopting such
Internet safety policy for purposes of
the review of such Internet safety pol-
icy by the Commission.

(d) Failure to provide certifications—(1)
Schools and libraries. A school or library
that knowingly fails to submit certifi-
cations as required by this section,
shall not be eligible for discount serv-
ices under the federal universal service
support mechanism for schools and li-
braries until such certifications are
submitted.

(2) Consortia. A billed entity’s know-
ing failure to collect the required cer-
tifications from its eligible school and
library members or knowing failure to
certify that it collected the required
certifications shall render the entire
consortium ineligible for discounts
under the federal universal service sup-
port mechanism for school and librar-
ies.

(3) Reestablishing eligibility. At any
time, a school or library deemed ineli-
gible for discount services under the
federal universal service support mech-
anism for schools and libraries because
of failure to submit certifications re-
quired by this section, may reestablish
eligibility for discounts by providing
the required certifications to the Ad-
ministrator and the Commission.

(e) Failure to comply with the certifi-
cations—(1) Schools and libraries. A
school or library that knowingly fails
to ensure the use of computers in ac-
cordance with the certifications re-
quired by this section, must reimburse
any funds and discounts received under
the federal universal service support
mechanism for schools and libraries for
the period in which there was non-
compliance.

(2) Consortia. In the case of consor-
tium applications, the eligibility for
discounts of consortium members who
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ensure the use of computers in accord-
ance with the certification require-
ments of this section shall not be af-
fected by the failure of other school or
library consortium members to ensure
the use of computers in accordance
with such requirements.

(3) Reestablishing compliance. At any
time, a school or library deemed ineli-
gible for discounts under the federal
universal service support mechanism
for schools and libraries for failure to
ensure the use of computers in accord-
ance with the certification require-
ments of this section and that has been
directed to reimburse the program for
discounts received during the period of
noncompliance, may reestablish com-
pliance by ensuring the use of its com-
puters in accordance with the certifi-
cation requirements under this section.
Upon submittal to the Commaission of a
certification or other appropriate evi-
dence of such remedy, the school or li-
brary shall be eligible for discounts
under the universal service mechanism.

(f) Waivers based on state or local pro-
curement rules and regulations and com-
petitive bidding requirements. Waivers
shall be granted to schools and librar-
ies when the authority responsible for
making the certifications required by
this section, cannot make the required
certifications because its state or local
procurement rules or regulations or
competitive bidding requirements, pre-
vent the making of the certification
otherwise required. The waiver shall be
granted upon the provision, by the au-
thority responsible for making the cer-
tifications on behalf of schools or li-
braries, that the schools or libraries
will be brought into compliance with
the requirements of this section, for
schools, before the start of the third
program year after April 20, 2001 in
which the school is applying for funds
under this title, and, for libraries, be-
fore the start of Funding Year 2005 or
the third program year after April 20,
2001, whichever is later.

(g) Funding year -certification dead-
lines. For Funding Year 2003 and for
subsequent funding years, billed enti-
ties shall provide one of the certifi-
cations required under paragraph (c)(1),
(¢)(2) or (¢)(3) of this section on an FCC
Form 486 in accordance with the exist-

§54.601

ing program guidelines established by
the Administrator.

(h) Public notice; hearing or meeting. A
school or library shall provide reason-
able public notice and hold at least one
public hearing or meeting to address
the proposed Internet safety policy.

[66 FR 19396, Apr. 16, 2001; 66 FR 22133, May 3,
2001, as amended at 67 FR 50603, Aug. 5, 2002;
68 FR 47255, Aug. 8, 2003; 76 FR 56303, Sept. 13,
2011]

§54.522 [Reserved]

§54.523 Payment for the non-discount
portion of supported services.

An eligible school, library, or consor-
tium must pay the non-discount por-
tion of services or products purchased
with universal service discounts. An el-
igible school, library, or consortium
may not receive rebates for services or
products purchased with universal
service discounts. For the purpose of
this rule, the provision, by the provider
of a supported service, of free services
or products unrelated to the supported
service or product constitutes a rebate
of the non-discount portion of the sup-
ported services.

[69 FR 6192, Feb. 10, 2004]

Subpart G—Universal Service
Support for Health Care Providers

§54.601 Eligibility.

(a) Health care providers. (1) Except
with regard to those services provided
under §54.621(b), only an entity that is
either a public or non-profit rural
health care provider, as defined in this
section, shall be eligible to receive sup-
ported services under this subpart.

(2) For purposes of this subpart, a
‘“‘health care provider” is any:

(i) Post-secondary educational insti-
tution offering health care instruction,
including a teaching hospital or med-
ical school;

(ii) Community health center or
health center providing health care to
migrants;

(iii) Local
agency;

(iv) Community mental health cen-
ter;

(v) Not-for-profit hospital;

(vi) Rural health clinic; or

health department or
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(vii) Consortium of health care pro-
viders consisting of one or more enti-
ties described in paragraphs (a)(2)(i)
through (a)(2)(vi) of this section.

(3) For purposes of this subpart, a
rural health care provider is a public or
non-profit health care provider located
in a rural area, as defined in this sub-
part.

(i) Notwithstanding the definition of
“rural area’ in §54.5, any health care
provider that is located in a ‘‘rural
area’’ under the definition used by the
Commission prior to July 1, 2005, and
received a funding commitment from
the rural health care program prior to
July 1, 2005, is eligible for support
under this subpart.

(ii) [Reserved]

(4) Each separate site or location of a
health care provider shall be consid-
ered an individual health care provider
for purposes of calculating and lim-
iting support under this subpart.

(b) Consortia. (1) An eligible health
care provider may join a consortium
with other eligible health care pro-
viders; with schools, libraries, and li-
brary consortia eligible under Subpart
F; and with public sector (govern-
mental) entities to order telecommuni-
cations services. With one exception,
eligible health care providers partici-
pating in consortia with ineligible pri-
vate sector members shall not be eligi-
ble for supported services under this
subpart. A consortium may include in-
eligible private sector entities if such
consortium is only receiving services
at tariffed rates or at market rates
from those providers who do not file
tariffs.

(2) For consortia, universal service
support under this subpart shall apply
only to the portion of eligible services
used by an eligible health care pro-
vider.

(c) Services. (1) Any telecommuni-
cations service that is the subject of a
properly completed bona fide request
by a rural health care provider shall be
eligible for universal service support,
subject to the limitations described in
this paragraph. The length of a sup-
ported telecommunications service
may not exceed the distance between
the health care provider and the point
farthest from that provider on the ju-
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risdictional boundary of the largest
city in a state as defined in §54.625(a).

(2) Internet access and limited toll-free
access to internet. (i) For purposes of
this subpart, eligible Internet access is
an information service that enables
rural health care providers to post
their own data, interact with stored
data, generate new data, or commu-
nicate over the World Wide Web.

(ii) Internet access shall be eligible
for universal service support under
§54.621(a).

(iii) Limited toll-free access to an
Internet service provider shall be eligi-
ble for universal service support under
§54.621(b).

(3) Advanced telecommunications
and information services as provided
under §54.621.

(d) Allocation of discounts. An eligible
health care provider that engages in el-
igible and ineligible activities or that
collocates with an entity that provides
ineligible services shall allocate eligi-
ble and ineligible activities in order to
receive a prorated discount for eligible
activities. Health care providers shall
choose a method of cost allocation that
is based on objective criteria and rea-
sonably reflects the eligible usage of
the facilities.

[62 FR 32948, June 17, 1997, as amended at 64
FR 66787, Nov. 30, 1999; 68 FR 74502, Dec. 24,
2003; 70 FR 6372, Feb. 7, 2005; 73 FR 19438, Apr.
10, 2008; 76 FR 37282, June 27, 2011]

§54.603 Competitive bid requirements.

(a) Competitive bidding requirement. To
select the telecommunications carriers
that will provide services eligible for
universal service support to it under
this subpart, each eligible health care
provider shall participate in a competi-
tive bidding process pursuant to the re-
quirements established in this subpart
and any additional and applicable
state, local, or other procurement re-
quirements.

(b) Posting of FCC Form 465. (1) An eli-
gible health care provider seeking to
receive telecommunications services
eligible for universal service support
under this subpart shall submit a com-
pleted FCC Form 465 to the Rural
Health Care Division. FCC Form 465
shall be signed by the person author-
ized to order telecommunications serv-
ices for the health care provider and
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shall include, at a minimum, that per-
son’s certification under oath that:

(i) The requester is a public or non-
profit entity that falls within one of
the seven categories set forth in the
definition of health care provider, list-
ed in §54.601(a);

(ii) The requester is physically lo-
cated in a rural area, unless the health
care provider is requesting services
provided under §54.621;

(iii) If the health care provider is re-
questing services provided under
§54.621, that the requester cannot ob-
tain toll-free access to an Internet
service provider;

(iv) The requested service or services
will be used solely for purposes reason-
ably related to the provision of health
care services or instruction that the
health care provider is legally author-
ized to provide under the law in the
state in which such health care serv-
ices or instruction are provided,;

(v) The requested service or services
will not be sold, resold or transferred
in consideration of money or any other
thing of value; and

(vi) If the service or services are
being purchased as part of an aggre-
gated purchase with other entities or
individuals, the full details of any such
arrangement, including the identities
of all co-purchasers and the portion of
the service or services being purchased
by the health care provider.

(2) The Rural Health Care Division
shall post each FCC Form 465 that it
receives from an eligible health care
provider on its website designated for
this purpose.

(3) After posting an eligible health
care providers FCC Form 465 on the
Rural Health Care Corporation website,
the Rural Health Care Division shall
send confirmation of the posting to the
entity requesting services. The health
care provider shall wait at least 28 days
from the date on which its FCC Form
465 is posted on the website before
making commitments with the se-
lected telecommunications carrier(s).

(4) After selecting a telecommuni-
cations carrier, the health care pro-
vider shall certify to the Rural Health
Care Division that the provider is se-
lecting the most cost-effective method
of providing the requested service or
services, where the most cost-effective

§54.604

method of providing a service is de-
fined as the method that costs the
least after consideration of the fea-
tures, quality of transmission, reli-
ability, and other factors that the
health care provider deems relevant to
choosing a method of providing the re-
quired health care services. The health
care provider shall submit to the Ad-
ministrator paper copies of the re-
sponses or bids received in response to
the requested services.

(5) The confirmation from the Rural
Health Care Division shall include the
date after which the requester may
sign a contract with its chosen tele-
communications carrier(s).

[62 FR 32948, June 17, 1997, as amended at 62
FR 41304, Aug. 1, 1997; 63 FR 2131, Jan. 13,
1998; 68 FR 74502, Dec. 24, 2003]

§54.604 Existing contracts.

(a) Existing contracts. A signed con-
tract for services eligible for support
pursuant to this subpart between an el-
igible health care provider as defined
under §54.601 and a telecommuni-
cations carrier shall be exempt from
the competitive bid requirements set
forth in §54.603(a) as follows:

(1) A contract signed on or before
July 10, 1997 is exempt from the com-
petitive bid requirement for the life of
the contract.

(2) [Reserved]

(b) For rural health care providers
that take service under or pursuant to
a master contract, as defined in
§54.500(f), the date of execution of that
master contract represents the applica-
ble date for purposes of determining
whether and to what extent the rural
health care provider is exempt from
the competitive bid requirements.

(c) The competitive bid system will
be deemed to be operational when the
Administrator is ready to accept and
post FCC Form 465 from rural health
care providers on a website and that
website is available for use by tele-
communications carriers.

[63 FR 2131, Jan. 13, 1998; 63 FR 33586, June 19,
1998, as amended at 63 FR 70572, Dec. 21, 1998;
64 FR 22810, Apr. 28, 1999; 71 FR 65750, Nov. 9,
2006]
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§54.605 Determining the urban rate.

(a) If a rural health care provider re-
quests an eligible service to be pro-
vided over a distance that is less than
or equal to the ‘‘standard urban dis-
tance,” as defined in paragraph (c) of
this section, for the state in which it is
located, the urban rate for that service
shall be a rate no higher than the high-
est tariffed or publicly-available rate
charged to a commercial customer for
a functionally similar service in any
city with a population of 50,000 or more
in that state, calculated as if it were
provided between two points within the
city.

(b) If a rural health care provider re-
quests an eligible service to be pro-
vided over a distance that is greater
than the ‘‘standard urban distance,” as
defined in paragraph (c) of this section,
for the state in which it is located, the
urban rate for that service shall be a
rate no higher than the highest tariffed
or publicly-available rate charged to a
commercial customer for a function-
ally similar service provided over the
standard urban distance in any city
with a population of 50,000 or more in
that state, calculated as if the service
were provided between two points with-
in the city.

(c) The ‘“‘standard urban distance’’ for
a state is the average of the longest di-
ameters of all cities with a population
of 50,000 or more within the state.

(d) The Administrator shall calculate
the ‘‘standard urban distance’” and
shall post the ‘‘standard urban dis-
tance’” and the maximum supported
distance for each state on its website.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2131, Jan. 13, 1998; 63 FR 70572, Dec. 21,
1998; 68 FR 74502, Dec. 24, 2003]

§54.607 Determining the rural rate.

(a) The rural rate shall be the aver-
age of the rates actually being charged
to commercial customers, other than
health care providers, for identical or
similar services provided by the tele-
communications carrier providing the
service in the rural area in which the
health care provider is located. The
rates included in this average shall be
for services provided over the same dis-
tance as the eligible service. The rates
averaged to calculate the rural rate
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must not include any rates reduced by
universal service support mechanisms.
The ‘‘rural rate’ shall be used as de-
scribed in this subpart to determine
the credit or reimbursement due to a
telecommunications carrier that pro-
vides eligible telecommunications serv-
ices to eligible health care providers.

(b) If the telecommunications carrier
serving the health care provider is not
providing any identical or similar serv-
ices in the rural area, then the rural
rate shall be the average of the tariffed
and other publicly available rates, not
including any rates reduced by uni-
versal service programs, charged for
the same or similar services in that
rural area over the same distance as
the eligible service by other carriers. If
there are no tariffed or publicly avail-
able rates for such services in that
rural area, or if the carrier reasonably
determines that this method for calcu-
lating the rural rate is unfair, then the
carrier shall submit for the state com-
mission’s approval, for intrastate
rates, or the Commission’s approval,
for interstate rates, a cost-based rate
for the provision of the service in the
most economically efficient, reason-
ably available manner.

(1) The carrier must provide, to the
state commission, or intrastate rates,
or to the Commission, for interstate
rates, a justification of the proposed
rural rate, including an itemization of
the costs of providing the requested
service.

(2) The carrier must provide such in-
formation periodically thereafter as re-
quired, by the state commission for
intrastate rates or the Commission for
interstate rates. In doing so, the car-
rier must take into account antici-
pated and actual demand for tele-
communications services by all cus-
tomers who will use the facilities over
which services are being provided to el-
igible health care providers.

§54.609 Calculating support.

(a) Except with regard to services
provided under §54.621 and subject to
the limitations set forth in this sub-
part, the amount of universal service
support for an eligible service provided
to a public or non-profit rural health
care provider shall be the difference, if
any, between the urban rate and the
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rural rate charged for the service, as
defined herein. In addition, all reason-
able charges that are incurred by tak-
ing such services, such as state and fed-
eral taxes shall be eligible for universal
service support. Charges for termi-
nation liability, penalty surcharges,
and other charges not included in the
cost of taking such service shall not be
covered by the universal service sup-
port mechanisms. Rural health care
providers may choose one of the fol-
lowing two support options.

(1) Distance based support. The Admin-
istrator shall consider the base rates
for telecommunications services in
rural areas to be reasonably com-
parable to the base rates charged for
functionally similar telecommuni-
cations service in urban areas in that
state, and, therefore, the Adminis-
trator shall not include these charges
in calculating the support. The Admin-
istrator shall include, in the support
calculation, all other charges specified,
and all actual distance-based charges
as follows:

(1) If the requested service distance is
less than or equal to the SUD for the
state, the distance-based charges for
the rural health care provider are rea-
sonably comparable to those in urban
areas, so the health care provider will
not receive distance-based support.

(ii) If the requested service distance
is greater than the SUD for the state,
but less than the maximum allowable
distance, the distance-based charge ac-
tually incurred for that service can be
no higher than the distance-based
charges for a functionally similar serv-
ice in any city in that state with a pop-
ulation of 50,000 or more over the SUD.

(iii) ‘“‘Distance-based charges” are
charges based on a unit of distance,
such as mileage-based charges.

(iv) Except with regard to services
provided under §54.621, a telecommuni-
cations carrier that provides tele-
communications service to a rural
health care provider participating in
an eligible health care consortium, and
the consortium must establish the ac-
tual distance-based charges for the
health care provider’s portion of the
shared telecommunications services.

(2) Base rate support. If a tele-
communications carrier, health care
provider, and/or consortium of health

§54.609

care providers reasonably determines
that the base rates for telecommuni-
cations services in rural areas are not
reasonably comparable to the base
rates charged for functionally similar
telecommunications service in urban
areas in that state, the telecommuni-
cations carrier, health care provider,
and/or consortium of health care pro-
viders may request that the Adminis-
trator perform a more comprehensive
support calculation. The requester
shall provide to the Administrator the
information to establish both the
urban and rural rates consistent with
§54.605 and §54.607, and submit to the
Administrator with Form 466 all of the
documentation necessary to substan-
tiate the request.

(3) Base rate support-consortium. Ex-
cept with regard to services provided
under §54.621, a telecommunications
carrier that provides telecommuni-
cations service to a rural health care
provider participating in an eligible
health care consortium, and the con-
sortium must establish the applicable
rural base rates for telecommuni-
cations service for the health care pro-
vider’s portion of the shared tele-
communications services, as well as
the applicable urban base rates for the
telecommunications service.

(b) Absent documentation justifying
the amount of universal service sup-
port requested for health care pro-
viders participating in a consortium,
the Administrator shall not allow tele-
communications carriers to offset, or
receive reimbursement for, the amount
eligible for universal service support.

(c) The universal service support
mechanisms shall provide support for
intrastate telecommunications serv-
ices, as set forth in §54.101(a), provided
to rural health care providers as well
as interstate telecommunications serv-
ices.

(d) Satellite services. (1) Rural public
and non-profit health care providers
may receive support for rural satellite
services, even when another function-
ally similar terrestrial-based service is
available in that rural area. Discounts
for satellite services shall be capped at
the amount the rural health care pro-
vider would have received if they pur-
chased a functionally similar terres-
trial-based alternative.
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(2) Rural health care providers seek-
ing discounts for satellite services
shall provide to the Administrator
with the Form 466 documentation of
the urban and rural rates for the ter-
restrial-based alternatives.

(3) Where a rural health care provider
seeks a more expensive satellite-based
service when a less expensive terres-
trial-based alternative is available, the
rural health care provider shall be re-
sponsible for the additional cost.

(e) Mobile rural health care providers—
(1) Calculation of support. Mobile rural
health care providers may receive dis-
counts for satellite services calculated
by comparing the rate for the satellite
service to the rate for an urban
wireline service with a similar band-
width. Discounts for satellite services
shall not be capped at an amount of a
functionally similar wireline alter-
native. Where the mobile rural health
care provider provides service in more
than one state, the calculation shall be
based on the urban areas in each state,
proportional to the number of loca-
tions served in each state.

(2) Documentation of support. (i) Mo-
bile rural health care providers shall
provide to the Administrator docu-
mentation of the price of bandwidth
equivalent wireline services in the
urban area in the state or states where
the service is provided. Mobile rural
health care providers shall provide to
the Administrator the number of sites
the mobile health care provider will
serve during the funding year.

(ii) Where a mobile rural health care
provider serves less than eight dif-
ferent sites per year, the mobile rural
health care provider shall provide to
the Administrator documentation of
the price of bandwidth equivalent
wireline services. In such case, the Ad-
ministrator shall determine on a case-
by-case basis whether the tele-
communications service selected by
the mobile rural health care provider is
the most cost-effective option. Where a
mobile rural health care provider seeks
a more expensive satellite-based serv-
ice when a less expensive wireline al-
ternative is most cost-effective, the
mobile rural health care provider shall
be responsible for the additional cost.

[68 FR 74502, Dec. 24, 2003, as amended at 70
FR 6373, Feb. 7, 2005]
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§54.611 Distributing support.

(a) A telecommunications carrier
providing services eligible for support
under this subpart to eligible health
care providers shall treat the amount
eligible for support under this subpart
as an offset against the carrier’s uni-
versal service support obligation for
the year in which the costs for pro-
viding eligible services were incurred.

(b) If the total amount of support
owed to a carrier, as set forth in para-
graph (a) of this section, exceeds its
universal service obligation, calculated
on an annual basis, the carrier may re-
ceive a direct reimbursement in the
amount of the difference.

(c) Any reimbursement due a carrier
shall be made after the offset is cred-
ited against that carrier’s universal
service obligation.

(d) Any reimbursement due a carrier
shall be submitted to that carrier no
later than the end of the first quarter
of the calendar year following the year
in which the costs were incurred and
the offset against the carrier’s uni-
versal service obligation was applied.

§54.613 Limitations on supported
services for rural health care pro-
viders.

(a) Upon submitting a bona fide re-
quest to a telecommunications carrier,
each eligible rural health care provider
is entitled to receive the most cost-ef-
fective, commercially-available tele-
communications service at a rate no
higher than the highest urban rate, as
defined in §54.605, at a distance not to
exceed the distance between the eligi-
ble health care provider’s site and the
farthest point on the jurisdictional
boundary of the city in that state with
the largest population.

(b) This section shall not affect a
rural health care provider’s ability to
obtain supported services under §54.621.

[64 FR 66787, NOV. 30, 1999, as amended at 68
FR 74503, Dec. 24, 2003]

§54.615 Obtaining services.

(a) Selecting a provider. In selecting a
telecommunications carrier, a health
care provider shall consider all bids
submitted and select the most cost-ef-
fective alternative.
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(b) Receiving supported rate. Except
with regard to services provided under
§54.621, upon receiving a bona fide re-
quest for an eligible service from an el-
igible health care provider, as set forth
in paragraph (c) of this section, a tele-
communications carrier shall provide
the service at a rate no higher than the
urban rate, as defined in §54.605, sub-
ject to the limitations set forth in this
Subpart.

(c) Bona fide request. In order to re-
ceive services eligible for universal
service support under this subpart, an
eligible health care provider must sub-
mit a request for services to the tele-
communications carrier, Signed by an
authorized officer of the health care
provider, and shall include that per-
son’s certification under oath that:

(1) The requester is a public or non-
profit entity that falls within one of
the seven categories set forth in the
definition of health care provider, list-
ed in §54.601(a);

(2) The requester is physically lo-
cated in a rural area, unless the health
care provider is requesting services
provided under §54.621; or, if the re-
quester is a mobile rural health care
provider requesting services under
§54.609(e), that the requester has cer-
tified that it is serving eligible rural
areas.

(3) If the health care provider is re-
questing services provided under
§54.621, that the requester cannot ob-
tain toll-free access to an Internet
service provider;

(4) The requested service or services
will be used solely for purposes reason-
ably related to the provision of health
care services or instruction that the
health care provider is legally author-
ized to provide under the law in the
state in which such health care serv-
ices or instruction are provided;

(6) The requested service or services
will not be sold, resold or transferred
in consideration of money or any other
thing of value;

(6) If the service or services are being
purchased as part of an aggregated pur-
chase with other entities or individ-
uals, the full details of any such ar-
rangement, including the identities of
all co-purchasers and the portion of the
service or services being purchased by
the health care provider; and

§54.619

(7) The requester is selecting the
most cost-effective method of pro-
viding the requested service or serv-
ices, where the most cost-effective
method of providing a service is de-
fined as the method that costs the
least after consideration of the fea-
tures, quality of transmission, reli-
ability, and other factors that the
health care provider deems relevant to
choosing a method of providing the re-
quired health care services.

(d) Annual renewal. The certification
set forth in paragraph (c) of this sec-
tion shall be renewed annually.

[62 FR 32948, June 17, 1997, as amended at 70
FR 6373, Feb. 7, 2005]

§54.617

(a) Prohibition on resale. Services pur-
chased pursuant to universal service
support mechanisms under this subpart
shall not be sold, resold, or transferred
in consideration for money or any
other thing of value.

(b) Permissible fees. The prohibition on
resale set forth in paragraph (a) of this
section shall not prohibit a health care
provider from charging normal fees for
health care services, including instruc-
tion related to such services rendered
via telecommunications services pur-
chased under this subpart.

Resale.

§54.619 Audits and recordkeeping.

(a) Health care providers. (1) Health
care providers shall maintain for their
purchases of services supported under
this subpart documentation for five
years from the end of the funding year
sufficient to establish compliance with
all rules in this subpart. Documenta-
tion must include, among other things,
records of allocations for consortia and
entities that engage in eligible and in-
eligible activities, if applicable. Mobile
rural health care providers shall main-
tain annual logs indicating: The date
and locations of each clinic stop; and
the number of patients served at each
such clinic stop.

(2) Mobile rural health care providers
shall maintain its annual logs for a pe-
riod of five years. Mobile rural health
care providers shall make its logs
available to the Administrator and the
Commission upon request.

(b) Production of records. Health care
providers shall produce such records at
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the request of any auditor appointed by
the Administrator or any other state
or federal agency with jurisdiction.

(c) Random audits. Health care pro-
viders shall be subject to random com-
pliance audits to ensure that request-
ers are complying with the certifi-
cation requirements set forth in
§54.615(c) and are otherwise eligible to
receive universal service support and
that rates charged comply with the
statute and regulations.

(d) Service providers. Service providers
shall retain documents related to the
delivery of discounted telecommuni-
cations and other supported services
for at least 5 years after the last day of
the delivery of discounted services.
Any other document that demonstrates
compliance with the statutory or regu-
latory requirements for the rural
health care mechanism shall be re-
tained as well.

[68 FR 74503, Dec. 24, 2003, as amended at 69
FR 12087, Mar. 15, 2004; 70 FR 6373, Feb. 7,
2005; 71 FR 13281, Mar. 15, 2006; 72 FR 54218,
Sept. 24, 2007]

§54.621 Access to advanced tele-
communications and information
services.

(a) Twenty-five percent of the month-
ly cost of eligible Internet access shall
be eligible for wuniversal support.
Health care providers shall certify that
the Internet access selected is the most
cost-effective method for their health
care needs as defined in §54.615(c)(7),
and that purchase of the Internet ac-
cess is reasonably related to the health
care needs of the rural health care pro-
vider.

(b) Each eligible health care provider
that cannot obtain toll-free access to
an Internet service provider shall be
entitled to receive the lesser of the toll
charges incurred for 30 hours of access
per month to an Internet service pro-
vider or $180 per month in toll charge
credits for toll charges imposed for
connecting to an Internet service pro-
vider.

(c) Health care providers located in
States that are entirely rural shall be
eligible to receive universal service
support equal to 50 percent of the
monthly cost of advanced tele-
communications and information serv-
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ices reasonably related to the health
care needs of the facility.

[68 FR 74503, Dec. 24, 2003, as amended at 70
FR 6373, Feb. 7, 2005]

§54.623 Cap.

(a) Amount of the annual cap. The an-
nual cap on federal universal service
support for health care providers shall
be $400 million per funding year, with
the following exceptions.

(b) Funding year. A funding year for
purposes of the health care providers
cap shall be the period July 1 through
June 30.

(c) Requests. Funds shall be available
as follows:

(1) Generally, funds shall be available
to eligible health care providers on a
first-come-first-served basis, with re-
quests accepted beginning on the first
of January prior to each funding year.

(2) [Reserved]

(3) [Reserved]

(4) The Administrator shall imple-
ment a filing period that treats all
rural health care providers filing with-
in the period as if their applications
were simultaneously received.

(d) Annual filing requirement. Health
care providers shall file new funding
requests for each funding year.

(e) Long term contracts. If health care
providers enter into long term con-
tracts for eligible services, the Admin-
istrator shall only commit funds to
cover the portion of such a long term
contract scheduled to be delivered dur-
ing the funding year for which uni-
versal service support is sought.

(f) Pro-rata reductions. Administrator
shall act in accordance with this para-
graph when a filing period described in
paragraph (c) of this section is in ef-
fect. When a filing period described in
paragraph (c) of this section closes, Ad-
ministrator shall calculate the total
demand for support submitted by all
applicants during the filing window. If
the total demand exceeds the total sup-
port available for the funding year, Ad-
ministrator shall take the following
steps:

(1) Administrator shall divide the
total funds available for the funding
year by the total amount of support re-
quested to produce a pro-rata factor.

(2) Administrator shall calculate the
amount of support requested by each
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applicant that has filed during the fil-
ing window.

(3) Administrator shall multiply the
pro-rata factor by the total dollar
amount requested by each applicant.
Administrator shall then commit funds
to each applicant consistent with this
calculation.

[62 FR 32948, June 17, 1997, as amended at 62
FR 56120, Oct. 29, 1997; 63 FR 2132, Jan. 13,
1998; 63 FR 3832, Jan. 27, 1998; 63 FR 43097,
Aug. 12, 1998; 63 FR 70572, Dec. 21, 1998; 64 FR
2594, Jan. 15, 1999; 64 FR 30442, June 8, 1999; 70
FR 6373, Feb. 7, 2005; 71 FR 65750, Nov. 9, 2006]

§54.625 Support for services beyond
the maximum supported distance
for rural health care providers.

(a) The maximum support distance is
the distance from the health care pro-
vider to the farthest point on the juris-
dictional boundary of the city in that
state with the largest population, as
calculated by the Administrator.

(b) An eligible rural health care pro-
vider may purchase an eligible tele-
communications service, as defined in
§54.601(c)(1) through (c)(2), that is pro-
vided over a distance that exceeds the
maximum supported distance.

(c) If an eligible rural health care
provider purchases an eligible tele-
communications service, as defined in
§54.601(c)(1) through (c)(2), that exceeds
the maximum supported distance, the
health care provider must pay the ap-
plicable rural rate for the distance that
such service is carried beyond the max-
imum supported distance.

[63 FR 2132, Jan. 13, 1998, as amended at 63
FR 70572, Dec. 21, 1998; 68 FR 74504, Dec. 24,
2003]

Subpart H—Administration

§54.701 Administrator of wuniversal
service support mechanisms.

(a) The Universal Service Adminis-
trative Company is appointed the per-
manent Administrator of the federal
universal service support mechanisms,
subject to a review after one year by
the Federal Communications Commis-
sion to determine that the Adminis-
trator is administering the universal
service support mechanisms in an effi-
cient, effective, and competitively neu-
tral manner.

§54.701

(b) The Administrator shall establish
a nineteen (19) member Board of Direc-
tors, as set forth in §54.703. The Admin-
istrator’s Board of Directors shall es-
tablish three Committees of the Board
of Directors, as set forth in §54.705: (1)
the Schools and Libraries Committee,
which shall oversee the schools and 1li-
braries support mechanism; (2) the
Rural Health Care Committee, which
shall oversee the rural health care sup-
port mechanism; and (3) the High Cost
and Low Income Committee, which
shall oversee the high cost and low in-
come support mechanism. The Board of
Directors shall not modify substan-
tially the power or authority of the
Committees of the Board without prior
approval from the Federal Communica-
tions Commission.

(c)(1) The Administrator shall estab-
lish three divisions:

(i) The Schools and Libraries Divi-
sion, which shall perform duties and
functions in connection with the
schools and libraries support mecha-
nism under the direction of the Schools
and Libraries Committee of the Board,
as set forth in §54.705(a);

(ii) The Rural Health Care Division,
which shall perform duties and func-
tions in connection with the rural
health care support mechanism under
the direction of the Rural Health Care
Committee of the Board, as set forth in
§54.705(b); and

(iii) The High Cost and Low Income
Division, which shall perform duties
and functions in connection with the
high cost and low income support
mechanism, the interstate access uni-
versal service support mechanism for
price cap carriers described in subpart
J of this part, and the interstate com-
mon line support mechanism for rate-
of-return carriers described in subpart
K of this part, under the direction of
the High Cost and Low Income Com-
mittee of the Board, as set forth in
§54.705(c).

(2) As directed by the Committees of
the Board set forth in §54.705, these di-
visions shall perform the duties and
functions unique to their respective
support mechanisms.

(d) The Administrator shall be man-
aged by a Chief Executive Officer, as
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set forth in §54.704. The Chief Execu-
tive Officer shall serve on the Commit-
tees of the Board established in §54.705.

[63 FR 70572, Dec. 21, 1998, as amended at 65
FR 38689, June 21, 2000; 656 FR 57739, Sept. 26,
2000; 66 FR 59727, Nov. 30, 2001; 68 FR 36943,
June 20, 2003]

§54.702 Administrator’s functions and
responsibilities.

(a) The Administrator, and the divi-
sions therein, shall be responsible for
administering the schools and libraries
support mechanism, the rural health
care support mechanism, the high-cost
support mechanism, and the low in-
come support mechanism.

(b) The Administrator shall be re-
sponsible for billing contributors, col-
lecting contributions to the universal
service support mechanisms, and dis-
bursing universal service support
funds.

(c) The Administrator may not make
policy, interpret unclear provisions of
the statute or rules, or interpret the
intent of Congress. Where the Act or
the Commission’s rules are unclear, or
do not address a particular situation,
the Administrator shall seek guidance
from the Commission.

(d) The Administrator may advocate
positions before the Commission and
its staff only on administrative mat-
ters relating to the universal service
support mechanisms.

(e) The Administrator shall maintain
books of account separate from those
of the National Exchange Carrier Asso-
ciation, of which the Administrator is
an independent subsidiary. The Admin-
istrator’s books of account shall be
maintained in accordance with gen-
erally accepted accounting principles.
The Administrator may borrow start
up funds from the National Exchange
Carrier Association. Such funds may
not be drawn from the Telecommuni-
cations Relay Services (TRS) fund or
TRS administrative expense accounts.

(f) The Administrator shall create
and maintain a website, as defined in
§54.5, on which applications for serv-
ices will be posted on behalf of schools,
libraries and rural health care pro-
viders.

(g) The Administrator shall file with
the Commission and Congress an an-
nual report by March 31 of each year.
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The report shall detail the Administra-
tor’s operations, activities, and accom-
plishments for the prior year, including
information about participation in
each of the universal service support
mechanisms and administrative action
intended to prevent waste, fraud, and
abuse. The report also shall include an
assessment of subcontractors’ perform-
ance, and an itemization of monthly
administrative costs that shall include
all expenses, receipts, and payments
associated with the administration of
the universal service support programs.
The Administrator shall consult each
year with Commission staff to deter-
mine the scope and content of the an-
nual report.

(h) The Administrator shall report
quarterly to the Commission on the
disbursement of universal service sup-
port program funds. The Administrator
shall keep separate accounts for the
amounts of money collected and dis-
bursed for eligible schools and librar-
ies, rural health care providers, low-in-
come consumers, and high-cost and in-
sular areas.

(i) Information based on the Adminis-
trator’s reports will be made public by
the Commission at least once a year as
part of a Monitoring Report.

(j) The Administrator shall provide
the Commission full access to the data
collected pursuant to the administra-
tion of the universal service support
programs.

(k) Pursuant to §64.903 of this chap-
ter, the Administrator shall file with
the Commission a cost allocation man-
ual (CAM) that describes the accounts
and procedures the Administrator will
use to allocate the shared costs of ad-
ministering the universal service sup-
port mechanisms and its other oper-
ations.

(1) The Administrator shall make
available to whomever the Commission
directs, free of charge, any and all in-
tellectual property, including, but not
limited to, all records and information
generated by or resulting from its role
in administering the support mecha-
nisms, if its participation in admin-
istering the universal service support
mechanisms ends.

(m) If its participation in admin-
istering the universal service support
mechanisms ends, the Administrator
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shall be subject to close-out audits at
the end of its term.

(n) The Administrator shall account
for the financial transactions of the
Universal Service Fund in accordance
with generally accepted accounting
principles for federal agencies and
maintain the accounts of the Universal
Service Fund in accordance with the
United States Government Standard
General Ledger. When the Adminis-
trator, or any independent auditor
hired by the Administrator, conducts
audits of the beneficiaries of the Uni-
versal Service Fund, contributors to
the Universal Service Fund, or any
other providers of services under the
universal service support mechanisms,
such audits shall be conducted in ac-
cordance with generally accepted gov-
ernment auditing standards. In admin-
istering the Universal Service Fund,
the Administrator shall also comply
with all relevant and applicable federal
financial management and reporting
statutes.

(0) The Administrator shall provide
performance measurements pertaining
to the universal service support mecha-
nisms as requested by the Commission
by order or otherwise.

[63 FR 70573, Dec. 21, 1998, as amended at 65
FR 38690, June 21, 2000; 65 FR 57739, Sept. 26,
2000; 66 FR 59727, Nov. 30, 2001; 67 FR 11259,
Mar. 13, 2002; 69 FR 5719, Feb. 6, 2004; 72 FR
54218, Sept. 24, 2007; 76 FR 73876, Nov. 29, 2011]

§54.703 The Administrator’s Board of
Directors.

(a) The Administrator shall have a
Board of Directors separate from the
Board of Directors of the National Ex-
change Carrier Association. The Na-
tional Exchange Carrier Association’s
Board of Directors shall be prohibited
from participating in the functions of
the Administrator.

(b) Board composition. The inde-
pendent subsidiary’s Board of Directors
shall consist of nineteen (19) directors:

(1) Three directors shall represent in-
cumbent local exchange carriers, with
one director representing the Bell Op-
erating Companies and GTE, one direc-
tor representing ILECs (other than the
Bell Operating Companies) with annual
operating revenues in excess of $40 mil-
lion, and one director representing
ILECs (other than the Bell Operating

§54.703

Companies) with annual operating rev-
enues of $40 million or less;

(2) Two directors shall represent
interexchange carriers, with one direc-
tor representing interexchange carriers
with more than $3 billion in annual op-
erating revenues and one director rep-
resenting interexchange carriers with
annual operating revenues of $3 billion
or less;

(3) One director shall represent com-
mercial mobile radio service (CMRS)
providers;

(4) One director shall represent com-
petitive local exchange carriers;

(5) One director shall represent cable
operators;

(6) One director shall represent infor-
mation service providers;

(7) Three directors shall represent
schools that are eligible to receive dis-
counts pursuant to §54.501;

(8) Omne director shall represent li-
braries that are eligible to receive dis-
counts pursuant to §54.501;

(99 Two directors shall represent
rural health care providers that are eli-
gible to receive supported services pur-
suant to §54.601;

(10) One director shall represent low-
income consumers;

(11) One director shall represent state
telecommunications regulators;

(12) One director shall represent state
consumer advocates; and

(13) The Chief Executive Officer of
the Administrator.

(c) Selection process for board of direc-
tors. (1) Sixty (60) days prior to the ex-
piration of a director’s term, the indus-
try or non-industry group that is rep-
resented by such director on the Ad-
ministrator’s Board of Directors, as
specified in paragraph (b) of this sec-
tion, shall nominate by consensus a
new director. The industry or non-in-
dustry group shall submit the name of
its nominee for a seat on the Adminis-
trator’s Board of Directors, along with
relevant professional and biographical
information about the nominee, to the
Chairman of the Federal Communica-
tions Commission. Only members of
the industry or non-industry group
that a Board member will represent
may submit a nomination for that po-
sition.

(2) The name of an industry or non-
industry group’s nominee shall be filed
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with the Office of the Secretary of the
Federal Communications Commission
in accordance with part 1 of this chap-
ter. The document nominating a can-
didate shall be captioned ‘‘In the mat-
ter of: Nomination for Universal Serv-
ice Administrator’s Board of Direc-
tors” and shall reference FCC Docket
Nos. 97-21 and 96-45. Each nomination
shall specify the position on the Board
of Directors for which such nomination
is submitted. Two copies of the docu-
ment nominating a candidate shall be
submitted to the Wireline Competition
Bureau’s Telecommunications Access
Policy Division.

(3) The Chairman of the Federal Com-
munications Commission shall review
the nominations submitted by industry
and non-industry groups and select
each director of the Administrator’s
Board of Directors, as each director’s
term expires pursuant to paragraph (d)
of this section. If an industry or non-
industry group does not reach con-
sensus on a nominee or fails to submit
a nomination for a position on the Ad-
ministrator’s Board of Directors, the
Chairman of the Federal Communica-
tions Commission shall select an indi-
vidual to represent such group on the
Administrator’s Board of Directors.

(d) Board member terms. The directors
of the Administrator’s Board shall be
appointed for three-year terms, except
that the Chief Executive Officer shall
be a permanent member of the Board.
Board member terms shall run from
January 1 of the first year of the term
to December 31 of the third year of the
term, except that, for purposes of the
term beginning on January 1, 1999, the
terms of the six directors shall expire
on December 31, 2000, the terms of an-
other six directors on December 31,
2001, and the terms of the remaining
six directors on December 31, 2002. Di-
rectors may be reappointed for subse-
quent terms pursuant to the initial
nomination and appointment process
described in paragraph (c) of this sec-
tion. If a Board member vacates his or
her seat prior to the completion of his
or her term, the Administrator will no-
tify the Wireline Competition Bureau
of such vacancy, and a successor will
be chosen pursuant to the nomination
and appointment process described in
paragraph (c) of this section.
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(e) All meetings of the Administra-
tor’s Board of Directors shall be open
to the public and held in Washington,
D.C.

(f) BEach member of the Administra-
tor’s Board of Directors shall be enti-
tled to receive reimbursement for ex-
penses directly incurred as a result of
his or her participation on the Admin-
istrator’s Board of Directors.

[63 FR 70573, Dec. 21, 1998, as amended at 67
FR 13226, Mar. 21, 2002]

§54.704 The Administrator’s Chief Ex-
ecutive Officer.

(a) Chief Ezecutive Officer’s functions.
(1) The Chief Executive Officer shall
have management responsibility for
the administration of the federal uni-
versal service support mechanisms.

(2) The Chief Executive Officer shall
have management responsibility for all
employees of the Universal Service Ad-
ministrative Company. The Chief Exec-
utive Officer may delegate such respon-
sibility to heads of the divisions estab-
lished in §54.701(g).

(3) The Chief Executive Officer shall
serve on the Administrator’s Board of
Directors as set forth in §54.703(b) and
on the Committees of the Board estab-
lished under §54.705.

(b) Selection process for the Chief Exec-
utive Officer. (1) The members of the
Board of Directors of the Adminis-
trator shall nominate by consensus a
Chief Executive Officer. The Board of
Directors shall submit the name of its
nominee for Chief Executive Officer,
along with relevant professional and
biographical information about the
nominee, to the Chairman of the Fed-
eral Communications Commission.

(2) The Chairman of the Federal Com-
munications Commission shall review
the nomination submitted by the Ad-
ministrator’s Board of Directors. Sub-
ject to the Chairman’s approval, the
nominee shall be appointed as the Ad-
ministrator’s Chief Executive Officer.

(3) If the Board of Directors does not
reach consensus on a nominee or fails
to submit a nomination for the Chief
Executive Officer, the Chairman of the
Federal Communications Commission
shall select a Chief Executive Officer.

[63 FR 70574, Dec. 21, 1998]
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§54.705 Committees of the Administra-
tor’s Board of Directors.

(a) Schools and Libraries Committee—
(1) Committee functions. The Schools and
Libraries Committee shall oversee the
administration of the schools and li-
braries support mechanism by the
Schools and Libraries Division. The
Schools and Libraries Committee shall
have the authority to make decisions
concerning:

(i) How the Administrator projects
demand for the schools and libraries
support mechanism;

(ii) Development of applications and
associated instructions as needed for
the schools and libraries support mech-
anism;

(iii) Administration of the applica-
tion process, including activities to en-
sure compliance with Federal Commu-
nications Commission rules and regula-
tions;

(iv) Performance of outreach and
education functions;

(v) Review of bills for services that
are submitted by schools and libraries;

(vi) Monitoring demand for the pur-
pose of determining when the $2 billion
trigger has been reached;

(vii) Implementation of the rules of
priority in accordance with §54.507(g)
of this chapter;

(viii) Review and certification of
technology plans when a state agency
has indicated that it will not be able to
review such plans within a reasonable
time;

(ix) The classification of schools and
libraries as urban or rural and the use
of the discount matrix established in
§54.505(c) of this chapter to set the dis-
count rate to be applied to services
purchased by eligible schools and li-
braries;

(x) Performance of audits of bene-
ficiaries under the schools and libraries
support mechanism; and

(xi) Development and implementa-
tion of other functions unique to the
schools and libraries support mecha-
nism.

(2) Committee composition. The Schools
and Libraries Committee shall consist
of the following members of the Ad-
ministrator’s Board of Directors:

(i) Three school representatives;

(ii) One library representative;
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(iii) One service provider representa-
tive;

(iv) One at-large representative elect-
ed by the Administrator’s Board of Di-
rectors; and

(v) The Administrator’s Chief Execu-
tive Officer.

(b) Rural Health Care Committee—(1)
Committee functions. The Rural Health
Care Committee shall oversee the ad-
ministration of the rural health care
support mechanism by the Rural
Health Care Division. The Rural Health
Care Committee shall have authority
to make decisions concerning:

(i) How the Administrator projects
demand for the rural health care sup-
port mechanism;

(ii) Development of applications and
associated instructions as needed for
the rural health care support mecha-
nism;

(iii) Administration of the applica-
tion process, including activities to en-
sure compliance with Federal Commu-
nications Commission rules and regula-
tions;

(iv) Calculation of support levels
under §54.609;

(v) Performance of outreach and edu-
cation functions;

(vi) Review of bills for services that
are submitted by rural health care pro-
viders;

(vii) Monitoring demand for the pur-
pose of determining when the $400 mil-
lion cap has been reached;

(viii) Performance of audits of bene-
ficiaries under the rural health care
support mechanism; and

(ix) Development and implementa-
tion of other functions unique to the
rural health care support mechanism.

(2) Committee composition. The Rural
Health Care Committee shall consist of
the following members of the Adminis-
trator’s Board of Directors:

(i) Two rural health care representa-
tives;

(ii) One service provider representa-
tive;

(iii) Two at-large representatives
elected by the Administrator’s Board
of Directors;

(iv) One State telecommunications
regulator, one state consumer advo-
cate; and

(v) The Administrator’s Chief Execu-
tive Officer.
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(c) High Cost and Low Income Com-
mittee—(1) Committee functions. The
High Cost and Low Income Committee
shall oversee the administration of the
high cost and low income support
mechanisms, the interstate access uni-
versal service support mechanism for
price cap carriers described in subpart
J of this part, and the interstate com-
mon line support mechanism for rate-
of-return carriers described in subpart
K of this part by the High Cost and
Low Income Division. The High Cost
and Low Income Committee shall have
the authority to make decisions con-
cerning:

(i) How the Administrator projects
demand for the high cost, low income,
interstate access universal service, and
interstate common line support mecha-
nisms;

(ii) Development of applications and
associated instructions as needed for
the high cost, low income, interstate
access universal service, and interstate
common line support mechanisms;

(iii) Administration of the applica-
tion process, including activities to en-
sure compliance with Federal Commu-
nications Commission rules and regula-
tions;

(iv) Performance of audits of bene-
ficiaries under the high cost, low in-
come, interstate access universal serv-
ice and interstate common line support
mechanisms; and

(v) Development and implementation
of other functions unique to the high
cost, low income, interstate access uni-
versal service and interstate common
line support mechanisms.

(d) Binding Authority of Committees of
the Board. (1) Any action taken by the
Committees of the Board established in
paragraphs (a) through (c) of this sec-
tion shall be binding on the Board of
Directors of the Administrator, unless
such action is presented for review to
the Board by the Administrator’s Chief
Executive Officer and the Board dis-
approves of such action by a two-thirds
vote of a quorum of directors, as de-
fined in the Administrator’s by-laws.

(2) The budgets prepared by each
Committee shall be subject to Board
review as part of the Administrator’s
combined budget. The Board shall not
modify the budgets prepared by the
Committees of the Board unless such
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modification is approved by a two-
thirds vote of a quorum of the Board,
as defined in the Administrator’s by-
laws.

[63 FR 70574, Dec. 21, 1998, as amended at 65
FR 38690, June 21, 2000; 65 FR 57739, Sept. 26,
2000; 66 FR 59728, Nov. 30, 2001]

§54.706 Contributions.

(a) Entities that provide interstate
telecommunications to the public, or
to such classes of users as to be effec-
tively available to the public, for a fee
will be considered telecommunications
carriers providing interstate tele-
communications services and must
contribute to the universal service sup-
port mechanisms. Certain other pro-
viders of interstate telecommuni-
cations, such as payphone providers
that are aggregators, providers of
interstate telecommunications for a
fee on a non-common carrier basis, and
interconnected VoIP providers, also
must contribute to the universal serv-
ice support mechanisms. Interstate
telecommunications include, but are
not limited to:

(1) Cellular telephone and paging
services;

(2) Mobile radio services;

(3) Operator services;

(4) Personal communications services
(PCS);

(5) Access to interexchange service;

(6) Special access service;

() WATS;

(8) Toll-free service;

(9) 900 service;

(10) Message telephone service (MTS);

(11) Private line service;

(12) Telex;

(13) Telegraph;

(14) Video services;

(15) Satellite service;

(16) Resale of interstate services;

(17) Payphone services; and

(18) Interconnected VoIP services.

(19) Prepaid calling card providers.

(b) Except as provided in paragraph
(c) of this section, every entity re-
quired to contribute to the federal uni-
versal service support mechanisms
under paragraph (a) of this section
shall contribute on the basis of its pro-
jected collected interstate and inter-
national end-user telecommunications
revenues, net of projected contribu-
tions.
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(c) Any entity required to contribute
to the federal universal service support
mechanisms whose projected collected
interstate end-user telecommuni-
cations revenues comprise less than 12
percent of its combined projected col-
lected interstate and international
end-user telecommunications revenues
shall contribute based only on such en-
tity’s projected collected interstate
end-user telecommunications revenues,
net of projected contributions. For pur-
poses of this paragraph, an ‘‘entity”
shall refer to the entity that is subject
to the universal service reporting re-
quirements in §54.711 and shall include
all of that entity’s affiliated providers
of interstate and international tele-
communications and telecommuni-
cations services.

(d) Entities providing open video sys-
tems (OVS), cable leased access, or di-
rect broadcast satellite (DBS) services
are not required to contribute on the
basis of revenues derived from those
services. The following entities will
not be required to contribute to uni-
versal service: non-profit health care
providers; broadcasters; systems inte-
grators that derive less than five per-
cent of their systems integration reve-
nues from the resale of telecommuni-
cations. Prepaid calling card providers
are not required to contribute on the
basis of revenues derived from prepaid
calling cards sold by, to, or pursuant to
contract with the Department of De-
fense (DoD) or a DoD entity.

(e) Any entity required to contribute
to the federal universal service support
mechanisms shall retain, for at least
five years from the date of the con-
tribution, all records that may be re-
quired to demonstrate to auditors that
the contributions made were in compli-
ance with the Commission’s universal
service rules. These records shall in-
clude without limitation the following:
Financial statements and supporting
documentation; accounting records;
historical customer records; general
ledgers; and any other relevant docu-
mentation. This document retention
requirement also applies to any con-
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tractor or consultant working on be-
half of the contributor.

[63 FR 70575, Dec. 21, 1998, as amended at 64
FR 60358, Nov. 5, 1999; 67 FR 11260, Mar. 13,
2002; 67 FR 79532, Dec. 30, 2002; 71 FR 38796,
July 10, 2006; 71 FR 43673, Aug. 2, 2006; 72 FR
54218, Sept. 24, 2007]

§54.707 Audit controls.

The Administrator shall have author-
ity to audit contributors and carriers
reporting data to the administrator.
The Administrator shall establish pro-
cedures to verify discounts, offsets, and
support amounts provided by the uni-
versal service support programs, and
may suspend or delay discounts, off-
sets, and support amounts provided to
a carrier if the carrier fails to provide
adequate verification of discounts, off-
sets, or support amounts provided upon
reasonable request, or if directed by
the Commission to do so. The Adminis-
trator shall not provide reimburse-
ments, offsets or support amounts pur-
suant to part 36 and §69.116 through
69.117 of this chapter, and subparts D,
E, and G of this part to a carrier until
the carrier has provided to the Admin-
istrator a true and correct copy of the
decision of a state commission desig-
nating that carrier as an eligible tele-
communications carrier in accordance
with §54.201.
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If a contributor’s contribution to
universal service in any given year is
less than $10,000 that contributor will
not be required to submit a contribu-
tion or Telecommunications Reporting
Worksheet for that year unless it is re-
quired to do so to by our rules gov-
erning Telecommunications Relay
Service (47 CFR 64.601 et seq. of this
chapter), numbering administration (47
CFR 52.1 et seq. of this chapter), or
shared costs of local number port-
ability (47 CFR 52.21 et seq. of this chap-
ter). The foregoing notwithstanding,
all interconnected VoIP providers, in-
cluding those whose contributions
would be de minimis, must file the Tele-
communications Reporting Worksheet.
If a contributor improperly claims ex-
emption from the contribution require-
ment, it will subject to the criminal
provisions of sections 220(d) and (e) of

De minimis exemption.
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the Act regarding willful false submis-
sions and will be required to pay the
amounts withheld plus interest.

[64 FR 41331, July 30, 1999, as amended at 71
FR 38797, July 10, 2006]

§54.709 Computations of required con-
tributions to universal service sup-
port mechanisms.

(a) Prior to April 1, 2003, contribu-
tions to the universal service support
mechanisms shall be based on contribu-
tors’ end-user telecommunications rev-
enues and on a contribution factor de-
termined quarterly by the Commission.
Contributions to the mechanisms be-
ginning April 1, 2003 shall be based on
contributors’ projected collected end-
user telecommunications revenues, and
on a contribution factor determined
quarterly by the Commission.

(1) For funding the federal universal
service support mechanisms prior to
April 1, 2003, the subject revenues will
be contributors’ interstate and inter-
national revenues derived from domes-
tic end users for telecommunications
or telecommunications services, net of
prior period actual contributions. Be-
ginning April 1, 2003, the subject reve-
nues will be contributors’ projected
collected interstate and international
revenues derived from domestic end
users for telecommunications or tele-
communications services, net of pro-
jected contributions.

(2) Prior to April 1, 2003, the quar-
terly universal service contribution
factor shall be determined by the Com-
mission based on the ratio of total pro-
jected quarterly expenses of the uni-
versal service support mechanisms to
the total end-user interstate and inter-
national telecommunications revenues,
net of prior period actual contribu-
tions. Beginning April 1, 2003, the quar-
terly universal service contribution
factor shall be determined by the Com-
mission based on the ratio of total pro-
jected quarterly expenses of the uni-
versal service support mechanisms to
the total projected collected end-user
interstate and international tele-
communications revenues, net of pro-
jected contributions. The Commission
shall approve the Administrator’s
quarterly projected costs of the uni-
versal service support mechanisms,
taking into account demand for sup-
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port and administrative expenses. The
total subject revenues shall be com-
piled by the Administrator based on in-
formation contained in the Tele-
communications Reporting Worksheets
described in §54.711(a).

(3) Total projected expenses for the
federal universal service support mech-
anisms for each quarter must be ap-
proved by the Commission before they
are used to calculate the quarterly con-
tribution factor and individual con-
tributions. For each quarter, the Ad-
ministrator must submit its projec-
tions of demand for the federal uni-
versal service support mechanisms for
high-cost areas, low-income con-
sumers, schools and libraries, and rural
health care providers, respectively, and
the basis for those projections, to the
Commission and the Office of the Man-
aging Director at least sixty (60) cal-
endar days prior to the start of that
quarter. For each quarter, the Admin-
istrator must submit its projections of
administrative expenses for the high-
cost mechanism, the low-income mech-
anism, the schools and libraries mecha-
nism and the rural health care mecha-
nism and the basis for those projec-
tions to the Commission and the Office
of the Managing Director at least sixty
(60) calendar days prior to the start of
that quarter. Based on data submitted
to the Administrator on the Tele-
communications Reporting Work-
sheets, the Administrator must submit
the total contribution base to the Of-
fice of the Managing Director at least
thirty (30) days before the start of each
quarter. The projections of demand and
administrative expenses and the con-
tribution factor shall be announced by
the Commission in a public notice and
shall be made available on the Com-
mission’s website. The Commission re-
serves the right to set projections of
demand and administrative expenses at
amounts that the Commission deter-
mines will serve the public interest at
any time within the fourteen-day pe-
riod following release of the Commis-
sion’s public notice. If the Commission
take no action within fourteen (14)
days of the date of release of the public
notice announcing the projections of
demand and administrative expenses,
the projections of demand and adminis-
trative expenses, and the contribution
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factor shall be deemed approved by the
Commission. Except as provided in
§54.706(c), the Administrator shall
apply the quarterly contribution fac-
tor, once approved by the Commission,
to contributor’s interstate and inter-
national end-user telecommunications
revenues to calculate the amount of in-
dividual contributions.

(b) If the contributions received by
the Administrator in a quarter exceed
the amount of universal service sup-
port program contributions and admin-
istrative costs for that quarter, the ex-
cess payments will be carried forward
to the following quarter. The contribu-
tion factors for the following quarter
will take into consideration the pro-
jected costs of the support mechanisms
for that quarter and the excess con-
tributions carried over from the pre-
vious quarter. The Commission may in-
struct the Administrator to treat ex-
cess contributions in a manner other
than as prescribed in this paragraph
(b). Such instructions may be made in
the form of a Commission Order or a
public notice released by the Wireline
Competition Bureau. Any such public
notice will become effective fourteen
days after release of the public notice,
absent further Commission action.

(c) If the contributions received by
the Administrator in a quarter are in-
adequate to meet the amount of uni-
versal service support program pay-
ments and administrative costs for
that quarter, the Administrator shall
request authority from the Commis-
sion to borrow funds commercially,
with such debt secured by future con-
tributions. Subsequent contribution
factors will take into consideration the
projected costs of the support mecha-
nisms and the additional costs associ-
ated with borrowing funds.

(d) If a contributor fails to file a
Telecommunications Reporting Work-
sheet by the date on which it is due,
the Administrator shall bill that con-
tributor based on whatever relevant
data the Administrator has available,
including, but not limited to, the num-
ber of lines presubscribed to the con-
tributor and data from previous years,
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taking into consideration any esti-
mated changes in such data.

[62 FR 41305, Aug. 1, 1997, as amended at 62
FR 65038, Dec. 10, 1997; 63 FR 2132, Jan. 13,
1998; 63 FR 43098, Aug. 12, 1998; 63 FR 70576,
Dec. 21, 1998; 64 FR 41331, July 30, 1999; 64 FR
60358, Nov. 5, 1999; 66 FR 16151, Mar. 23, 2001;
67 FR 11260, Mar. 13, 2002; 67 FR 13227, Mar.
21, 2002; 67 FR 79533, Dec. 30, 2002; 68 FR 38642,
June 30, 2003; 71 FR 38267, July 6, 2006; 76 FR
73876, Nov. 29, 2011]

§54.711 Contributor reporting require-
ments.

(a) Contributions shall be calculated
and filed in accordance with the Tele-
communications Reporting Worksheet
which shall be published in the FED-
ERAL REGISTER. The Telecommuni-
cations Reporting Worksheet sets forth
information that the contributor must
submit to the Administrator on a quar-
terly and annual basis. The Commis-
sion shall announce by Public Notice
published in the FEDERAL REGISTER
and on its website the manner of pay-
ment and dates by which payments
must be made. An executive officer of
the contributor must certify to the
truth and accuracy of historical data
included in the Telecommunications
Reporting Worksheet, and that any
projections in the Telecommunications
Reporting Worksheet represent a good-
faith estimate based on the contribu-
tor’s policies and procedures. The Com-
mission or the Administrator may
verify any information contained in
the Telecommunications Reporting
Worksheet. Contributors shall main-
tain records and documentation to jus-
tify information reported in the Tele-
communications Reporting Worksheet,
including the methodology used to de-
termine projections, for three years
and shall provide such records and doc-
umentation to the Commission or the
Administrator upon request. Inac-
curate or untruthful information con-
tained in the Telecommunications Re-
porting Worksheet may lead to pros-
ecution under the criminal provisions
of Title 18 of the United States Code.
The Administrator shall advise the
Commission of any enforcement issues
that arise and provide any suggested
response.

201



§54.712

(b) The Commission shall have access
to all data reported to the Adminis-
trator. Contributors may make re-
quests for Commission nondisclosure of
company-specific revenue information
under §0.459 of this chapter by so indi-
cating on the Telecommunications Re-
porting Worksheet at the time that the
subject data are submitted. The Com-
mission shall make all decisions re-
garding nondisclosure of company-spe-
cific information. The Administrator
shall keep confidential all data ob-
tained from contributors, shall not use
such data except for purposes of admin-
istering the universal service support
programs, and shall not disclose such
data in company-specific form unless
directed to do so by the Commission.
Subject to any restrictions imposed by
the Chief of the Wireline Competition
Bureau, the Universal Service Adminis-
trator may share data obtained from
contributors with the administrators
of the North American Numbering Plan
administration cost recovery (See 47
CFR 52.16 of this chapter), the local
number portability cost recovery (See
47 CFR 52.32 of this chapter), and the
TRS Fund (See 47 CFR
64.604(c)(4)(iii)(H) of this chapter). The
Administrator shall keep confidential
all data obtained from other adminis-
trators and shall not use such data ex-
cept for purposes of administering the
universal service support mechanisms.

(c) The Bureau may waive, reduce,
modify, or eliminate contributor re-
porting requirements that prove unnec-
essary and require additional reporting
requirements that the Bureau deems
necessary to the sound and efficient ad-
ministration of the universal service
support mechanisms.

[64 FR 41332, July 30, 1999, as amended at 66
FR 16151, Mar. 23, 2001; 67 FR 13227, Mar. 21,
2002; 67 FR 79533, Dec. 30, 2002]

§54.712 Contributor recovery of uni-
versal service costs from end users.

(a) Federal universal service con-
tribution costs may be recovered
through interstate telecommuni-
cations-related charges to end users. If
a contributor chooses to recover its
federal universal service contribution
costs through a line item on a cus-
tomer’s bill the amount of the federal
universal service line-item charge may
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not exceed the interstate telecommuni-

cations portion of that customer’s bill

times the relevant contribution factor.
(b) [Reserved]

[67 FR 79533, Dec. 30, 2002, as amended at 68
FR 15672, Apr. 1, 2003; 71 FR 38797, July 10,
2006]

§54.713 Contributors’ failure to report
or to contribute.

(a) A contributor that fails to file a
Telecommunications Reporting Work-
sheet and subsequently is billed by the
Administrator shall pay the amount
for which it is billed. The Adminis-
trator may bill a contributor a sepa-
rate assessment for reasonable costs
incurred because of that contributor’s
filing of an untruthful or inaccurate
Telecommunications Reporting Work-
sheet, failure to file the Telecommuni-
cations Reporting Worksheet, or late
payment of contributions. Failure to
file the Telecommunications Reporting
Worksheet or to submit required quar-
terly contributions may subject the
contributor to the enforcement provi-
sions of the Act and any other applica-
ble law. The Administrator shall advise
the Commission of any enforcement
issues that arise and provide any sug-
gested response. Once a contributor
complies with the Telecommunications
Reporting Worksheet filing require-
ments, the Administrator may refund
any overpayments made by the con-
tributor, less any fees, interest, or
costs.

(b) If a universal service fund con-
tributor fails to make full payment on
or before the date due of the monthly
amount established by the contribu-
tor’s applicable Form 499-A or Form
499-Q, or the monthly invoice provided
by the Administrator, the payment is
delinquent. All such delinquent
amounts shall incur from the date of
delinquency, and until all charges and
costs are paid in full, interest at the
rate equal to the U.S. prime rate (in ef-
fect on the date of the delinquency)
plus 3.5 percent, as well as administra-
tive charges of collection and/or pen-
alties and charges permitted by the ap-
plicable law (e.g., 31 U.S.C. 3717 and im-
plementing regulations).

(c) If a universal service fund con-
tributor is more than 30 days delin-
quent in filing a Telecommunications
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Reporting Worksheet Form 499-A or
499-Q, the Administrator shall assess
an administrative remedial collection
charge equal to the greater of $100 or
an amount computed using the rate of
the U.S. prime rate (in effect on the
date the applicable Worksheet is due)
plus 3.5 percent, of the amount due per
the Administrator’s calculations. In
addition, the contributor is responsible
for administrative charges of collec-
tion and/or penalties and charges per-
mitted by the applicable law (e.g., 31
U.S.C. 3717 and implementing regula-
tions). The Commission may also pur-
sue enforcement action against delin-
quent contributors and late filers, and
assess costs for collection activities in
addition to those imposed by the Ad-
ministrator.

(d) In the event a contributor fails
both to file the Worksheet and to pay
its contribution, interest will accrue
on the greater of the amounts due, be-
ginning with the earlier of the date of
the failure to file or pay.

(e) If a universal service fund con-
tributor pays the Administrator a sum
that is less than the amount due for
the contributor’s universal service con-
tribution, the Administrator shall ad-
here to the ‘“‘American Rule” whereby
payment is applied first to outstanding
penalty and administrative cost
charges, next to accrued interest, and
third to outstanding principal. In ap-
plying the payment to outstanding
principal, the Administrator shall
apply such payment to the contribu-
tor’s oldest past due amounts first.

[72 FR 54219, Sept. 24, 2007]

§54.715 Administrative
the Administrator.

(a) The annual administrative ex-
penses of the Administrator should be
commensurate with the administrative
expenses of programs of similar size,
with the exception of the salary levels
for officers and employees of the Ad-
ministrator described in paragraph (b)
of this section. The annual administra-
tive expenses may include, but are not
limited to, salaries of officers and oper-
ations personnel, the costs of bor-
rowing funds, equipment costs, oper-
ating expenses, directors’ expenses, and
costs associated with auditing contrib-
utors of support recipients.

expenses of

§54.717

(b) All officers and employees of the
Administrator may be compensated at
an annual rate of pay, including any
non-regular payments, bonuses, or
other compensation, in an amount not
to exceed the rate of basic pay in effect
for Level I of the Executive Schedule
under 5 U.S.C. 5312.

NOTE TO PARAGRAPH (b): The compensation
to be included when calculating whether an
employee’s rate of pay exceeds Level I of the
Executive Schedule does not include life in-
surance benefits, retirement benefits (includ-
ing payments to 401(k) plans), health insur-
ance benefits, or other similar benefits, pro-
vided that any such benefits are reasonably
comparable to benefits that are provided to
employees of the federal government.

(c) The Administrator shall submit
to the Commission projected quarterly
budgets at least sixty (60) days prior to
the start of every quarter. The Com-
mission must approve the projected
quarterly budgets before the Adminis-
trator disburses funds under the federal
universal service support mechanisms.
The administrative expenses incurred
by the Administrator in connection
with the schools and libraries support
mechanism, the rural health care sup-
port mechanism, the high-cost support
mechanism, and the low income sup-
port mechanism shall be deducted from
the annual funding of each respective
support mechanism. The expenses de-
ducted from the annual funding for
each support mechanism also shall in-
clude the Administrator’s joint and
common costs allocated to each sup-
port mechanism pursuant to the cost
allocation manual filed by the Admin-
istrator under §64.903 of this chapter.

[63 FR 70576, Dec. 21, 1998, as amended at 65
FR 38690, June 21, 2000; 65 FR 57739, Sept. 26,
2000; 66 FR 59728, Nov. 30, 2001; 69 FR 5719,
Feb. 6, 2004; 76 FR 73877, Nov. 29, 2011]

§54.717 Audits of the Administrator.

The Administrator shall obtain and
pay for an annual audit conducted by
an independent auditor to examine its
operations and books of account to de-
termine, among other things, whether
the Administrator is properly admin-
istering the universal service support
mechanisms to prevent fraud, waste,
and abuse:
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(a) Before selecting an independent
auditor, the Administrator shall sub-
mit preliminary audit requirements,
including the proposed scope of the
audit and the extent of compliance and
substantive testing, to the Office of In-
spector General.

(b) The Office of Inspector General
shall review the preliminary audit re-
quirements to determine whether they
are adequate to meet the audit objec-
tives. The Office of Inspector General
shall prescribe modifications that shall
be incorporated into the final audit re-
quirements.

(c) After the audit requirements have
been approved by the Office of Inspec-
tor General, the Administrator shall
engage within thirty (30) calendar days
an independent auditor to conduct the
annual audit required by this para-
graph. In making its selection, the Ad-
ministrator shall not engage any inde-
pendent auditor who has been involved
in designing any of the accounting or
reporting systems under review in the
audit.

(d) The independent auditor selected
by the Administrator to conduct the
annual audit shall be instructed by the
Administrator to develop a detailed
audit program based on the final audit
requirements and shall be instructed
by the Administrator to submit the
audit program to the Office of Inspec-
tor General. The Office of Inspector
General shall review the audit program
and make modifications, as needed,
that shall be incorporated into the
final audit program. During the course
of the audit, the Office of Inspector
General may direct the Administrator
to direct the independent auditor to
take any actions necessary to ensure
compliance with the audit require-
ments.

(e) During the course of the audit,
the Administrator shall instruct the
independent auditor to:

(1) Inform the Office of Inspector
General of any revisions to the final
audit program or to the scope of the
audit;

(2) Notify the Office of Inspector Gen-
eral of any meetings with the Adminis-
trator in which audit findings are dis-
cussed; and

(3) Submit to the Chief of the
Wireline Competition Bureau any ac-
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counting or rule interpretations nec-
essary to complete the audit.

(f) Within 105 calendar days after the
end of the audit period, but prior to
discussing the audit findings with the
Administrator, the independent audi-
tor shall be instructed by the Adminis-
trator to submit a draft of the audit re-
port to the Office of Inspector General
Audit Staff.

(g) The Office of Inspector General
shall review the audit findings and
audit workpapers and offer its rec-
ommendations concerning the conduct
of the audit or the audit findings to the
independent auditor. Exceptions of the
Office of Inspector General to the find-
ings and conclusions of the inde-
pendent auditor that remain unre-
solved shall be included in the final
audit report.

(h) Within fifteen (15) calendar days
after receiving the Office of Inspector
General’s recommendations and mak-
ing any revisions to the audit report,
the Administrator shall instruct the
independent auditor to submit the
audit report to the Administrator for
its response to the audit findings. At
this time the auditor also must send
copies of its audit findings to the Office
of Inspector General. The Adminis-
trator shall provide the independent
auditor time to perform additional
audit work recommended by the Office
of Inspector General.

(i) Within thirty (30) calendar days
after receiving the audit report, the
Administrator shall respond to the
audit findings and send copies of its re-
sponse to the Office of Inspector Gen-
eral. The Administrator shall instruct
the independent auditor that any reply
that the independent auditor wishes to
make to the Administrator’s responses
shall be sent to the Office of Inspector
General as well as the Administrator.
The Administrator’s response and the
independent auditor’s replies shall be
included in the final audit report;

(j) Within ten (10) calendar days after
receiving the response of the Adminis-
trator, the independent auditor shall
file with the Commission the final
audit report.

(k) Based on the final audit report,
the Inspector General may take any
action necessary to ensure that the
universal service support mechanisms
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operate in a manner consistent with
the requirements of this part, as well
as such other action as is deemed nec-
essary and in the public interest.

[67 FR 13227, Mar. 21, 2002, as amended at 68
FR 18907, Apr. 17, 2003; 71 FR 38267, July 6,
2006]

Subpart I—Review of Decisions
Issued by the Administrator

§54.719 Parties permitted to seek re-
view of Administrator decisions.

(a) Any person aggrieved by an ac-
tion taken by a division of the Admin-
istrator, as defined in §54.701(g), may
seek review from the appropriate Com-
mittee of the Board, as defined in
§54.705.

(b) Any person aggrieved by an ac-
tion taken by the Administrator per-
taining to a billing, collection or dis-
bursement matter that falls outside
the jurisdiction of the Committees of
the Board may seek review from the
Board of Directors of the Adminis-
trator, as defined in §54.703.

(c) Any person aggrieved by an action
taken by a division of the Adminis-
trator, as defined in §54.701(g), a Com-
mittee of the Board of the Adminis-
trator, as defined in §54.705, or the
Board of Directors of the Adminis-
trator, as defined in §54.703, may seek
review from the Federal Communica-
tions Commission, as set forth in
§54.722.

[63 FR 70577, Dec. 21, 1998]

§54.720 Filing deadlines.

(a) An affected party requesting re-
view of an Administrator decision by
the Commission pursuant to §54.719(c),
shall file such a request within sixty
(60) days of the issuance of the decision
by a division or Committee of the
Board of the Administrator.

(b) An affected party requesting re-
view of a division decision by a Com-
mittee of the Board pursuant to
§54.719(a), shall file such request within
sixty (60) days of issuance of the deci-
sion by the division.

(c) An affected party requesting re-
view by the Board of Directors pursu-
ant to §54.719(b) regarding a billing,
collection, or disbursement matter
that falls outside the jurisdiction of

§54.721

the Committees of the Board shall file
such request within sixty (60) days of
issuance of the Administrator’s deci-
sion.

(d) The filing of a request for review
with a Committee of the Board under
§54.719(a) or with the full Board under
§54.719(b), shall toll the time period for
seeking review from the Federal Com-
munications Commission. Where the
time for filing an appeal has been
tolled, the party that filed the request
for review from a Committee of the
Board or the full Board shall have sixty
(60) days from the date the Committee
or the Board issues a decision to file an
appeal with the Commission.

(e) In all cases of requests for review
filed under §54.719, the request for re-
view shall be deemed filed on the post-
mark date. If the postmark date can-
not be determined, the applicant must
file a sworn affidavit stating the date
that the request for review was mailed.

(f) Parties shall adhere to the time
periods for filing oppositions and re-
plies set forth in 47 CFR 1.45.

[63 FR 70577, Dec. 21, 1998, as amended at 68
FR 36943, June 20, 2003]

§54.721 General filing requirements.

(a) Except as otherwise provided
herein, a request for review of an Ad-
ministrator decision by the Federal
Communications Commission shall be
filed with the Federal Communications
Commission’s Office of the Secretary
in accordance with the general require-
ments set forth in part 1 of this chap-
ter. The request for review shall be
captioned ‘“‘In the matter of Request
for Review by (name of party seeking
review) of Decision of Universal Serv-
ice Administrator” and shall reference
the applicable docket numbers.

(b) A request for review pursuant to
§54.719(a) through (c) shall contain:

(1) A statement setting forth the par-
ty’s interest in the matter presented
for review;

(2) A full statement of relevant, ma-
terial facts with supporting affidavits
and documentation;

(3) The question presented for review,
with reference, where appropriate, to
the relevant Federal Communications
Commission rule, Commission order, or
statutory provision;
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(4) A statement of the relief sought
and the relevant statutory or regu-
latory provision pursuant to which
such relief is sought.

(c) A copy of a request for review
that is submitted to the Federal Com-
munications Commission shall be
served on the Administrator consistent
with the requirement for service of
documents set forth in §1.47 of this
chapter.

(d) If a request for review filed pursu-
ant to §54.720(a) through (c) alleges
prohibitive conduct on the part of a
third party, such request for review
shall be served on the third party con-
sistent with the requirement for serv-
ice of documents set forth in §1.47 of
this chapter. The third party may file
a response to the request for review.
Any response filed by the third party
shall adhere to the time period for fil-
ing replies set forth in §1.45 of this
chapter and the requirement for serv-
ice of documents set forth in §1.47 of
this chapter.

[63 FR 70578, Dec. 21, 1998, as amended at 68
FR 36944, June 20, 2003]

§54.722 Review by the Wireline Com-
petition Bureau or the Commission.

(a) Requests for review of Adminis-
trator decisions that are submitted to
the Federal Communications Commis-
sion shall be considered and acted upon
by the Wireline Competition Bureau;
provided, however, that requests for re-
view that raise novel questions of fact,
law or policy shall be considered by the
full Commission.

(b) An affected party may seek re-
view of a decision issued under dele-
gated authority by the Common Car-
rier Bureau pursuant to the rules set
forth in part 1 of this chapter.

[63 FR 70578, Dec. 21, 1998, as amended at 67
FR 13228, Mar. 21, 2002]

§54.723 Standard of review.

(a) The Wireline Competition Bureau
shall conduct de novo review of request
for review of decisions issue by the Ad-
ministrator.

(b) The Federal Communications
Commission shall conduct de novo re-
view of requests for review of decisions
by the Administrator that involve
novel questions of fact, law, or policy;
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provided, however, that the Commis-
sion shall not conduct de novo review of
decisions issued by the Wireline Com-
petition Bureau under delegated au-
thority.

[67 FR 13228, Mar. 21, 2002]

§54.724 Time periods for Commission
approval of Administrator deci-
sions.

(a) The Wireline Competition Bureau
shall, within ninety (90) days, take ac-
tion in response to a request for review
of an Administrator decision that is
properly before it. The Wireline Com-
petition Bureau may extend the time
period for taking action on a request
for review of an Administrator decision
for a period of up to ninety days. The
Commission may also at any time, ex-
tend the time period for taking action
of a request for review of an Adminis-
trator decision pending before the
Wireline Competition Bureau.

(b) The Commission shall issue a
written decision in response to a re-
quest for review of an Administrator
decision that involves novel questions
of fact, law, or policy within ninety (90)
days. The Commission may extend the
time period for taking action on the re-
quest for review of an Administrator
decision. The Wireline Competition Bu-
reau also may extend action on a re-
quest for review of an Administrator
decision for a period of up to ninety
days.

[67 FR 13228, Mar. 21, 2002]

§54.725 Universal service disburse-
ments during pendency of a request
fgr review and Administrator deci-
sion.

(a) When a party has sought review of
an Administrator decision under
§54.719(a) through (c) in connection
with the schools and libraries support
mechanism or the rural health care
support mechanism, the Administrator
shall not reimburse a service provider
for the provision of discounted services
until a final decision has been issued
either by the Administrator or by the
Federal Communications Commission;
provided, however, that the Adminis-
trator may disburse funds for any
amount of support that is not the sub-
ject of an appeal.
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(b) When a party has sought review of
an Administrator decision under
§54.719(a) through (c) in connection
with the high cost and low income sup-
port mechanisms, the Administrator
shall not disburse support to a service
provider until a final decision has been
issued either by the Administrator or
by the Federal Communications Com-
mission; provided, however, that the
Administrator may disburse funds for
any amount of support that is not the
subject of an appeal.

Subpart J—Interstate Access Uni-
versal Service Support Mech-
anism

§54.800 Terms and definitions.

(a) Average Price Cap CMT Revenue
Per Line Month in a Study Area has the
same meaning as that term is defined
in §61.3(d) of this chapter, except that
it includes exogenous changes in effect
prior to the effective date of a calcula-
tion made pursuant to §54.808 and exog-
enous changes not yet effective related
to the sale or acquisition of exchanges,
but excludes any other exogenous
changes or other changes made pursu-
ant to §61.45(1)(4) of this chapter that
are not yet effective.

(b) Base Period Lines. For purposes of
calculations pursuant to this subpart,
Base Period Lines are the number of
lines for a given study area or zone as
of the end of the quarter ending 6
months prior to the effective date of a
calculation pursuant to §54.808.

(c) Interstate Access Universal Service
Support Benchmark shall mean, for resi-
dential and single-line business lines,
$7.00, and for multi-line business lines,
$9.20.

(d) Minimum  Adjustment
(MAA) is defined in §54.806(f).

(e) MAA Phase In Percentage is:

50% as of July 1, 2000,

75% as of July 1, 2001,

100% as of July 1, 2002.

(f) Minimum Delta (MD) is defined in
§54.806(d).

(g) Minimum Support Requirement
(MSR) is defined in §54.806(g).

(h) Nationwide Total Above Benchmark
Revenues is defined in §54.806(b).

(1) Price Cap Local Exchange Carrier is
defined in §61.3(aa) of this chapter.

Amount

§54.801

(j) Preliminary Minimum Access Uni-
versal Service Support for a Study Area is
the amount calculated pursuant to
§54.804.

(k) Preliminary Study Area Universal
Service Support (PSAUSS) is defined in
§54.806(c).

1) Study Area Above Benchmark Reve-
nues is the sum of all Zone Above
Benchmark Revenues for all zones in
the study area.

(m) Study Area Access Universal Serv-
ice Support (SAAUS) is defined in §54.806
(1) and (j).

(n) Total National Minimum Delta
(TNMD) is the nationwide sum of all
study area Minimum Deltas.

(o) Total National Minimum Support
Requirement (TNMSR) is the sum of the
MSR for all price cap local exchange
carrier area study areas.

(p) Zone Above Benchmark Revenues is
defined in §54.805(a)(2).

(q) Zome Average Revenue per Line.
The amount calculated as follows:

Zone Average Revenue Per Line = (256%
* (Loop + Port)) + U (Uniform rev-
enue per line adjustment)

Where:

Loop = the price for unbundled loops in a
UNE zone.

Port = the price for switch ports in that UNE
zone.

U = [(Average Price Cap CMT Revenue per
Line month in a study area * price cap
local exchange carrier Base Period Lines)
— (26% * X (price cap local exchange car-
rier Base Period Lines in a UNE Zone *
((Loop + Port) for all zones)))] + price cap
local exchange carrier Base Period Lines
in a study area.

[656 FR 38690, June 21, 2000; 65 FR 57739, Sept.
26, 2000]

§54.801 General.

(a) The total amount of universal
service support under this subpart, ex-
cluding administrative expenses, for
areas served by price cap local ex-
change carriers as of June 30, 2000, is
targeted to be $650 million per year, if
no exchanges, other than those offered
for sale prior to January 1, 2000, are
sold to non-price-cap local exchange
carriers or purchased from non-price
cap local exchange carriers by price
cap local exchange carriers.

(b) In the event that all or a portion
of a study area served by a price cap
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local exchange carrier is sold to an en-
tity other than a price cap local ex-
change carrier, and the study area or
portion thereof was not offered for sale
prior to January 1, 2000, then the sup-
port that would otherwise be provided
under this subpart, had such study area
or portion thereof not been sold, will
not be distributed or collected. Subse-
quent calculations will use the last re-
ported data for the study area or por-
tion thereof that was sold to determine
the amount that will not be distributed
or collected.

(c) In the event that a price cap local
exchange carrier acquires additional
exchanges, from an entity other than a
price cap local exchange carrier, that
acquisition should be reported to the
Administrator pursuant to §54.802 and
included in the determination of study
area support pursuant to §54.806 for the
areas served by the acquiring price cap
LEC, beginning with the next support
recalculation pursuant to §54.808.

(d) In the event that a price cap local
exchange carrier acquires additional
exchanges from an entity that is also a
price cap local exchange carrier, the
acquiring price cap local exchange car-
rier will receive support under this sub-
part at the same level as the selling
price cap local exchange carrier for-
merly received, and both carriers will
adjust their line counts accordingly be-
ginning with the next quarterly report
to the Administrator. At the subse-
quent report to the Administrator for
purposes of recalculating support as re-
quired by §54.808, the acquiring and
selling price cap local exchange car-
riers will reflect the acquired and sold
lines, and will adjust the Average CMT
Revenue per Line month for the af-
fected study areas accordingly.

(e) The Administrator for the fund
created by this subpart shall be the
Universal Service Administrative Com-
pany.

(f) Beginning January 1, 2012, no in-
cumbent or competitive eligible tele-
communications carrier shall receive
support pursuant to this subpart, nor
shall any incumbent or competitive el-
igible telecommunications carrier be
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required to complete any filings pursu-
ant to this subpart after March 31, 2012.

[656 FR 38690, June 21, 2000; 65 FR 57739, Sept.
26, 2000, as amended at 76 FR 73877, Nov. 29,
2011]

§54.802 Obligations of local exchange
carriers and the Administrator.

(a) HBach Eligible Telecommuni-
cations Carrier that is providing serv-
ice within an area served by a price cap
local exchange carrier shall submit to
the Administrator, on a quarterly basis
on the last business day of March,
June, September, and December of
each year line count data showing the
number of lines it serves for the period
ending three months prior to the re-
porting date, within each price cap
local exchange carrier study area
disaggregated by UNE Zone if UNE
Zones have been established within
that study area, showing residential/
single-line business and multi-line
business line counts separately. For
purposes of this report, and for pur-
poses of computing support under this
subpart, the aggregated residential/sin-
gle-line business class lines reported
include single and non-primary resi-
dential lines, single-line business lines,
ISDN BRI and other related residential
class lines. Similarly, the multi-line
business class lines reported include
multi-line business, centrex, ISDN PRI
and other related business class lines
assessed the End User Common Line
charge pursuant to §69.152 of this chap-
ter. For purposes of this report and for
purposes of computing support under
this subpart, lines served using resale
of the price cap local exchange car-
rier’s service pursuant to section
251(c)(4) of the Communications Act of
1934, as amended, shall be considered
lines served by the price cap local ex-
change carrier only and must be re-
ported accordingly.

(b) In addition to the information
submitted pursuant to paragraph (a) of
this section, each price cap local ex-
change carrier must submit to the Ad-
ministrator, on June 30, 2000, October
15, 2000, and April 16, 2001 and annually
thereafter or as determined by the Ad-
ministrator according to §54.808:

(1)(i) Average Price Cap CMT Rev-
enue per Line month in a study area
for each of its study areas;
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(ii) The rates established for UNE
Loops and UNE Line Ports, by zone in
those study areas where UNE Zones
have been established as of the date of
filing; and

(iii) Make available information suf-
ficient to determine the boundaries of
each UNE Zone within each of its study
areas where such zones have been es-
tablished;

(2) Provided, however, that after the
June 30, 2000 filing, if there have been
no changes since its previous filing a
company may submit a statement that
there have been no changes in lieu of
such information, and further provided
that, for study areas in which UNE
Zones have been newly established
since the last filing pursuant to this
paragraph, the price cap local exchange
carrier shall also report the informa-
tion required by paragraphs (b)(1)(ii)
and (b)(1)(iii) of this section to the Ad-
ministrator on July 15, 2000, or Janu-
ary 15, 2001, as required.

(c) An eligible telecommunications
carrier shall be eligible for support
pursuant to this subpart only after it
has filed all of the information re-
quired by paragraphs (a) through (c) of
this section, where applicable. An eligi-
ble telecommunications carrier shall
receive payment of support pursuant to
this subpart only for such months the
carrier is actually providing service to
the end user. The Administrator shall
ensure that there is periodic reconcili-
ation of support payments.

(d) Upon receiving the information
required to be filed in paragraphs (a)
and (b) of this section, the Adminis-
trator shall:

(1) Perform the calculations de-
scribed in §§54.804 through 54.807 of this
subpart;

(2) Publish the results of these cal-
culations showing Interstate Access
Universal Service Support Per Line
available in each price cap local ex-
change carrier study area, by UNE
Zone and customer class;

(3) Collect the funds necessary to pro-
vide support pursuant to this subpart
in accordance with subpart H;

(4) Distribute support calculated pur-
suant to the rules contained in this
subpart; and

(6) Report quarterly to the Commis-
sion on the collection and distribution

§54.804

of funds under this subpart as described
in §54.701(g). Fund distribution report-
ing will be by state and by eligible
telecommunications carrier within the
state.

[65 FR 38690, June 21, 2000; 66 FR 57739, 57740,
Sept. 26, 2000]

§54.803 Universal service zones.

(a) The zones used for determining
interstate access universal service sup-
port shall be the same zones that would
be used for End User Common Line
(EUCL) charge deaveraging as de-
scribed in §69.152(q)(2) of this chapter.

(b) In a price cap study area where
the price cap local exchange carrier
has mnot established state-approved
prices for UNE loops by zone, the Ad-
ministrator shall develop an estimate
of the local exchange carrier’s Zone
Above Benchmark Revenues for transi-
tional purposes, in order to reserve a
portion of the fund for that study area.
This estimate will be included by the
Administrator in the Nationwide Study
Area Above Benchmark Revenues cal-
culated pursuant to §54.806.

(1) For the purpose of developing this
transitional estimate, the loop and
port costs estimated by the FCC cost
model, or other substitute method if no
model is available, shall be used.

(2) For the purpose of developing this
transitional estimate, the adminis-
trator shall construct three zones. Wire
centers within the study area will be
grouped into these zones in such a way
that each zone is assigned approxi-
mately one third of local exchange car-
rier base period lines in the study area,
with the lowest cost wire centers as-
signed to Zone 1, the highest cost wire
centers assigned to Zone 3, and the re-
mainder to Zone 2.

[656 FR 38690, June 21, 2000; 65 FR 57740, Sept.
26, 2000]

§54.804 Preliminary minimum access
universal service support for a
study area calculated by the Admin-
istrator.

(a) If Average Price Cap CMT Rev-
enue per Line month is greater than
$9.20 then: Preliminary Minimum Ac-
cess Universal Service Support (for a
study area) = Average Price Cap CMT
Revenue per Line month in a study
area * price cap local exchange carrier
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Base Period Lines * 12)—(($7.00 * price
cap local exchange carrier Base Period
Residential and Single-Line Business
Lines * 12) + ($9.20 * price cap local ex-
change carrier Base Period Multi-line
Business Lines * 12)).

(b) If Average Price Cap CMT Rev-
enue per Line month in a study area is
greater than $7.00 but less than $9.20
then: Preliminary Minimum Access
Universal Service Support (for a study
area) = (Average Price Cap CMT Rev-
enue per Line month in a study area—
$7.00) * (price cap local exchange car-
rier Base Period Residential and Sin-
gle-Line Business Lines * 12).

(c) If Average Price Cap CMT Rev-
enue per Line month in a study area is
less than $7.00 then the Preliminary
Minimum Access Universal Service
Support (for a study area) is zero.

[656 FR 57740, Sept. 26, 2000]

§54.805 Zone and study area above
benchmark revenues calculated by
the Administrator.

(a) The following steps shall be per-
formed by the Administrator to deter-
mine Zone Above Benchmark Revenues
for each price cap local exchange car-
rier.

(1) Calculate Zone Average Revenue
Per Line.

(2) Calculate Zone Above Benchmark
Revenues. Zone Above Benchmark Rev-
enues is the sum of Zone Above Bench-
mark Revenues for Residential and
Single-Line Business Lines and Zone
Above Benchmark Revenues for Multi-
Line Business Lines. Zone Above
Benchmark Revenues for Residential
and Single-Line Business Lines is,
within each zone, (Zone Average Rev-
enue Per Line minus $7.00) multiplied
by all eligible telecommunications car-
rier Base Period Residential and Sin-
gle-Line Business Lines times 12. If
negative, the Zone Above Benchmark
Revenues for Residential and Single-
Line Business Lines for the zone is
zero. Zone Above Benchmark Revenues
for Multi-line Business Lines is, within
each zone, (Zone Average Revenue Per
Line minus $9.20) multiplied by all eli-
gible telecommunications carrier zone
Base Period Multi-line Business Lines
times 12. If negative, the Zone Above
Benchmark Revenues for Multi-line
Business Lines for the zone is zero.
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(b) Study Area Above Benchmark
Revenues is the sum of Zone Above
Benchmark Revenues for all zones in
the study area.

[656 FR 38690, June 21, 2000; 65 FR 57740, Sept.
26, 2000]

§54.806 Calculation by the Adminis-
trator of interstate access universal
service support for areas served by
price cap local exchange carriers.

(a) The Administrator, based on the
calculations performed in §§54.804 and
54.805, shall calculate the Interstate
Access Universal Service Support for
areas served by price cap local ex-
change carriers according to the fol-
lowing methodology:

(b) Calculate Nationwide Total Above
Benchmark Revenues. Nationwide
Total Above Benchmark Revenues is
the sum of all Study Area Above
Benchmark Revenues for all study
areas served by local exchange carriers.

(c) Calculate Preliminary Study Area
Universal Service Support (PSAUSS).

(1) If the Nationwide Total Above
Benchmark Revenues is greater than
$650 million, then the Preliminary
Study Area Universal Service Support
(PSAUSS) equals the Study Area
Above Benchmark Revenues multiplied
by the ratio of $650 million to Nation-
wide Total Above Benchmark Revenues
(i.e., Preliminary Study Area Universal
Service Support = Study Area Above
Benchmark Revenues *($650 Million/Na-
tionwide Total Above Benchmark Rev-
enues)).

(2) If the Nationwide Total Above
Benchmark Revenues is not greater
than $650 million, PSAUSS equals the
Study Area Above Benchmark Reve-
nues.

(d) Calculate the Minimum Delta
(MD) by study area. Within each study
area the Minimum Delta will be equal
to the Preliminary Minimum Access
Universal Service Support less the
PSAUSS, if the difference is greater
than zero. If the difference is less than
or equal to zero, the MD is equal to
Zero.

(e) Calculate the Total National Min-
imum Delta (TNMD) by summing all
study area Minimum Deltas nation-
wide.

(f) Calculate the Minimum Adjust-
ment Amount. (1) If the TNMD is
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greater than $75 million, then the Min-
imum Adjustment Amount (MAA)
equals the MAA Phase In Percentage
times the MD by study area times the
ratio of $75 million to TNMD.

(2) If the TNMD is less than $75 mil-
lion, then the MAA equals the product
of the MAA Phase In Percentage and
the MD by study area.

(g) Calculate the Minimum Support
Requirement (MSR). The Minimum
Support Requirement for a study area
equals the PSAUSS plus the MAA.

(h) Calculate the Total National Min-
imum Support Requirement (TNMSR),
which equals the sum of the MSR for
all study areas in which the Prelimi-
nary Minimum Access Universal Serv-
ice Support is greater than or equal to
the PSAUSS.

(i) Calculate Study Area Access Uni-
versal Service Support (SAAUS) for a
study area in which the price cap local
exchange carrier has geographically
deaveraged state-approved rates for
UNE loops:

(1) For study areas in which the Pre-
liminary Minimum Access Universal
Service Support is greater than
PSAUSS, and within which the price
cap local exchange carrier has estab-
lished geographically deaveraged state-
approved rates for UNE loops, the
SAAUS for that study area is the MSR.

(2) For study areas in which the Pre-
liminary Minimum Access Universal
Service Support is less than PSAUSS,
and within which the price cap local
exchange carrier has established geo-
graphically deaveraged state-approved
rates for UNE loops, the SAAUS for
that study area is equal to:

PSAUSS * ($6560 million — TNMSR) +
(the sum of PSAUSS of study areas
where the Preliminary Minimum Ac-
cess Universal Service Support is less
than PSAUSS).

(j) Calculate Study Area Access Uni-
versal Service Support (SAAUS) for a
price cap local exchange carrier that
has mnot established geographically
deaveraged state-approved rates for
UNE loops. In such study areas, the
SAAUS shall be the lesser of the Pre-
liminary Minimum Access Universal
Service Support or:

(1) For study areas in which the Pre-
liminary Minimum Access Universal
Service Support is greater than
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PSAUSS, and for which an estimate
has been made for deaveraged UNE
loop costs, the SAAUS for that study
area is the MSR.

(2) For study areas in which the Pre-
liminary Minimum Access Universal
Service Support is less than PSAUSS,
and for which an estimate has been
made for deaveraged UNE loop costs,
the SAAUS for that study area is equal
to:

PSAUSS * (8650 million — TNMSR) +
(the sum of PSAUSS of study areas
where the Preliminary Minimum Ac-
cess Universal Service Support is less
than PSAUSS).

[656 FR 38690, June 21, 2000; 65 FR 57740, Sept.
26, 2000]

§54.807 Interstate access wuniversal
service support.
(a) Bach Eligible Telecommuni-

cations Carrier (ETC) that provides
supported service within the study area
of a price cap local exchange carrier
shall receive Interstate Access Uni-
versal Service Support for each line
that it serves within that study area.

(b) In any study area within which
the price cap local exchange carrier
has not established state approved geo-
graphically deaveraged rates for UNE
loops, the Administrator shall cal-
culate the Interstate Access Universal
Service Support Per Line by dividing
Study Area Access Universal Service
Support by twelve times all eligible
telecommunications carriers’ base pe-
riod lines in that study area adjusted
for growth during the relevant support
period based on the average nationwide
annual growth in eligible lines during
the three previous years. For the pur-
pose of calculating growth, the Admin-
istrator shall use a simple average of
annual growth rates for total switched
access lines for the three most recent
years as reported in the Common Car-
rier Bureau Report, Statistics of Com-
munications Common Carriers, Table
6.10—Selected Operating Statistics. In-
terested parties may obtain this report
from the U.S. Government Printing Of-
fice or by downloading it from the Fed-
eral Communication Commission’s
website http:/www.fce.gov/ceb/stats.

(¢) In any study area within which
the price cap local exchange carrier
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has established state approved geo-
graphically deaveraged rates for UNE
loops, the Administrator shall cal-
culate the Interstate Access Universal
Service Support Per Line for each cus-
tomer class and zone using all eligible
telecommunications carriers’ base pe-
riod lines by customer class and zone
adjusted for growth during the relevant
support period based on the average na-
tionwide annual growth in eligible
lines during the three previous years.
For the purpose of calculating growth,
the Administrator shall use a simple
average of annual growth rates for
total switched access lines for the
three most recent years as reported in
the Wireline Competition Bureau Re-
port, Statistics of Communications
Common Carriers, Table 6.10—Selected
Operating Statistics. Support shall be
allocated to lines in the highest cost
UNE zone first, and will ‘‘cascade’ to
lines in lower cost UNE zones to the
extent that sufficient funding is avail-
able. Beginning with the zone with the
highest Zone Average Revenue Per
Line, support will be applied in the fol-
lowing order of priority:

(1) To all lines in the highest zone, to
eliminate the amount per line by which
Zone Average Revenue Per Line ex-
ceeds the higher of $9.20 or the Average
Revenue Per Line in the next highest
zone;

(2) If the Zone Average Revenue Per
Line in the next highest zone is greater
than $9.20, then to all lines in both
zones to eliminate the amount per line
by which Zone Average Revenue per
Line exceeds $9.20 or the Zone Average
Revenue Per Line in the third highest
zone. This application of support will
continue to additional zones in the
same fashion until the amount per line
by which Zone Average Revenue Per
Line exceeds $9.20 has been eliminated
in all zones, or until the available sup-
port has been exhausted;

(3) To all residential and single-line
business lines in the highest zone, to
eliminate the remaining amount per
line that Zone Average Revenue Per
Line for these lines exceeds the higher
of $7.00 or Zone Average Revenue Per
Line in the next highest zone;

(4) If the Zone Average Revenue per
Line in the next highest zone is greater
than $7.00, then to all residential and
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single-line business lines in both zones
to eliminate the remaining amount per
line by which Zone Average Revenue
Per Line exceeds $7.00. This application
of support will continue to additional
zones in the same fashion until the dif-
ference between Zone Average Revenue
Per Line and $7.00 has been eliminated
in all zones, or until the available sup-
port has been exhausted.

(d) Notwithstanding the provisions of
§54.307(a)(2), the per-line support
amount determined within each zone
by applicable customer class under
paragraph (b) or (c) of this section is
portable among all eligible tele-
communications carriers providing
service within that zone.

[656 FR 38690, June 21, 2000; 656 FR 57740, Sept.
26, 2000, as amended at 67 FR 13228, Mar. 21,
2002]

§54.808 Transition provisions
periodic calculation.

Study Area Access Universal Service
Support amounts for the area served by
each price cap local exchange carrier
will be calculated as of July 1, 2000,
January 1, 2001, July 1, 2001 and there-
after as determined by the Adminis-
trator, but at least annually.

[656 FR 38690, June 21, 2000; 65 FR 57740, Sept.
26, 2000]

and

§54.809 Carrier certification.

(a) Certification. Carriers that desire
to receive support pursuant to §54.807
must file a certification with the Ad-
ministrator and the Commission stat-
ing that all interstate access universal
service support provided to such car-
rier will be used only for the provision,
maintenance, and upgrading of facili-
ties and services for which the support
is intended. Support provided pursuant
to §54.807 shall only be provided to the
extent that the carrier has filed the
requisite certification pursuant to this
section.

(b) Certification format. A certifi-
cation pursuant to this section may be
filed in the form of a letter from an au-
thorized representative for the carrier,
and must be filed with both the Office
of the Secretary of the Commission
clearly referencing CC Docket No. 96—
45, and with the Administrator of the
interstate access universal service sup-
port mechanism, on or before the filing
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deadlines set forth in paragraph (c) of
this section. All of the certifications
filed by carriers pursuant to this sec-
tion shall become part of the public
record maintained by the Commission.

(c) Filing deadlines. In order for a
price cap local exchange carrier or an
eligible telecommunications carrier
serving lines in the service area of a
price cap local exchange carrier to re-
ceive interstate access universal serv-
ice support, such carrier shall file an
annual certification, as described in
paragraph (b) of this section, on the
date that it first files its line count in-
formation pursuant to §54.802, and
thereafter on June 30 of each year.
Such carrier that files its line count in-
formation after the June 30 deadline
shall receive support pursuant to the
following schedule:

(1) Carriers that file no later than
September 30 shall receive support for
the fourth quarter of that year and the
first and second quarters of the subse-
quent year.

(2) Carriers that file no later than
December 31 shall receive support for
the first and second quarters of the
subsequent year.

(3) Carriers that file no later than
March 31 of the subsequent year shall
receive support for the second quarter
of the subsequent year.

[656 FR 38690, June 21, 2000; 65 FR 57740, Sept.
26, 2000, as amended at 70 FR 29979, May 25,
2005]

Subpart K—Interstate Common
Line Support Mechanism for
Rate-of-Return Carriers

SOURCE: 66 FR 59728, Nov. 30, 2001, unless
otherwise noted.

§54.901 Calculation of Interstate Com-
mon Line Support.

(a) Interstate Common Line Support
available to a rate-of-return carrier
shall equal the Common Line Revenue
Requirement per Study Area as cal-
culated in accordance with part 69 of
this chapter minus:

(1) The study area revenues obtained
from end user common line charges at
their allowable maximum as deter-
mined by §§69.104(n) and 69.104(o) of
this chapter;
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(2) The carrier common line charge
revenues to be phased out pursuant to
§69.105 of this chapter;

(3) The special access surcharge pur-
suant to §69.114 of this chapter;

(4) The line port costs in excess of
basic analog service pursuant to §69.130
of this chapter; and

(5) Any Long Term Support for which
the carrier is eligible or, if the carrier
ceased participation in the NECA com-
mon line pool after October 11, 2001,
any Long Term Support for which the
carrier would have been eligible if it
had not ceased its participation in the
pool.

(b) The per-line Interstate Common
Line Support available to a competi-
tive eligible telecommunications car-
rier serving lines in a study area served
by a rate-of-return carrier shall be cal-
culated by the Administrator as fol-
lows:

(1) If the rate-of-return carrier has
disaggregated the support it receives in
the study area pursuant to §54.315, the
Administrator shall calculate the
amount of Interstate Common Line
Support targeted to each
disaggregation zone by the rate-of-re-
turn carrier (targeted Interstate Com-
mon Line Support). If the rate-of-re-
turn carrier has chosen not to
disaggregate its support for a study
area pursuant to §54.315, then the en-
tirety of its Interstate Common Line
Support for the study area shall be
considered targeted Interstate Com-
mon Line Support for purposes of per-
forming the calculations in this sec-
tion.

(2) In each disaggregation zone or
undisaggregated study area, the Ad-
ministrator shall calculate the Average
Interstate Common Line Support by di-
viding the rate-of-return carrier’s tar-
geted Interstate Common Line Support
by its total lines served.

(3) The Administrator shall then cal-
culate the Interstate Common Line
Support available to the competitive
eligible telecommunications carrier for
each line it serves for each customer
class in a disaggregation zone or
undisaggregated study area by the fol-
lowing formula:

(i) If the Average Interstate Common
Line Support is greater than $2.70 mul-
tiplied by the number of residential
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and single-line business lines served by
the rate-of-return carrier in the
disaggregation zone or undisaggregated
study area, then:

(A) Interstate Common Line Support
per Multi-Line Business Line = (Aver-
age Interstate Common Line Support
— $2.70 x residential and single-line
business lines served by the rate-of-re-
turn carrier) + (total lines served by
the rate-of-return carrier); and

(B) Interstate Common Line Support
per Residential and Single-Line Busi-
ness Line = Interstate Common Line
Support per Multi-Line Business Line +
$2.70.

(ii) If the Average Interstate Com-
mon Line Support is less than or equal
to $2.70 multiplied by residential and
single-line business lines served by the
rate-of-return carrier in the
disaggregation zone or undisaggregated
study area, but greater than $0, then:

(A) Interstate Common Line Support
per Multi-Line Business Line = $0; and

(B) Interstate Common Line Support
per Residential and Single-Line Busi-
ness Line = Average Interstate Com-
mon Line Support + residential and
single line business lines served by the
rate-of-return carrier.

(iii) If the Average Interstate Com-
mon Line Support is equal to $0, then
the competitive eligible telecommuni-
cations carrier shall receive no Inter-
state Common Line Support for lines
served in that disaggregation zone or
undisaggregated study area.

(4) Beginning January 1, 2012, com-
petitive eligible telecommunications
carriers shall not receive Interstate
Common Line Support pursuant to this
subpart and will instead receive sup-
port consistent with §54.307(e).

(c) Beginning January 1, 2012, for pur-
poses of calculating Interstate Com-
mon Line Support, corporate oper-
ations expense allocated to the Com-
mon Line Revenue Requirement, pur-
suant to §69.409 of this chapter, shall be
limited to the lesser of:

(1) The actual average monthly per-
loop corporate operations expense; or

(2) A monthly per-loop amount com-
puted pursuant to §36.621(a)(4)(iii) of
this chapter.

(d) Support After December 31, 2011.
Notwithstanding paragraph (a) of this
section, beginning January 1, 2012, no
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carrier that is a rate-of-return carrier,
as that term is defined in §54.5 affili-
ated with a price cap local exchange
carrier, as that term is defined in
§61.3(aa) of this chapter, shall receive
support under this subpart.

[66 FR 59728, Nov. 30, 2001, as amended at 76
FR 73877, Nov. 29, 2011]

§54.902 Calculation of Interstate Com-
mon Line Support for transferred
exchanges.

(a) In the event that a rate-of-return
carrier acquires exchanges from an en-
tity that is also a rate-of-return car-
rier, Interstate Common Line Support
for the transferred exchanges shall be
distributed as follows.

(1) Each carrier may report its up-
dated line counts to reflect the transfer
in the next quarterly line count filing
pursuant to §54.903(a)(1) that applies to
the period in which the transfer oc-
curred. During a transition period from
the filing of the updated line counts
until the end of the funding year, the
Administrator shall adjust the Inter-
state Common Line Support received
by each carrier based on the updated
line counts and the per-line Interstate
Common Line Support, categorized by
customer class and, if applicable,
disaggregation zone, of the selling car-
rier. If the acquiring carrier does not
file a quarterly update of its line
counts, it will not receive Interstate
Common Line Support for those lines
during the transition period.

(2) BEach carrier’s projected data for
the following funding year filed pursu-
ant to §54.903(a)(3) shall reflect the
transfer of exchanges.

(3) Each carrier’s actual data filed
pursuant to §54.903(a)(4) shall reflect
the transfer of exchanges. All post-
transaction Interstate Common Line
Support shall be subject to true up by
the Administrator pursuant to
§54.903(b)(3).

(b) In the event that a rate-of-return
carrier acquires exchanges from a price
cap carrier that are incorporated into
one of the rate-of-return carrier’s ex-
isting study areas, Interstate Common
Line Support for the transferred ex-
changes shall be distributed as follows.

(1) The acquiring carrier may report
its updated line counts for the study
area into which the acquired lines are
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incorporated in the next quarterly line
count filing pursuant to §54.903(a)(1)
that applies to the period in which the
transfer occurred. During a transition
period from the filing of the updated
line counts until the end of the funding
year, the Administrator shall adjust
the Interstate Common Line Support
received by the acquiring carrier based
on the updated line counts and the per-
line amounts Interstate Common Line
Support for the study area served by
the acquiring carrier. If necessary, the
Administrator shall develop an average
per-line support amount to reflect var-
ious per-line amounts in multiple
disaggregation zones served by the ac-
quiring carrier. If the acquiring carrier
does not file a quarterly update of its
line counts, it will not receive Inter-
state Common Line Support for those
lines during the transition period.

(2) The acquiring carrier’s projected
data for the following funding year
filed pursuant to §54.903(a)(3) shall re-
flect the transfer of exchanges.

(3) The acquiring carrier’s actual
data filed pursuant to §54.903(a)(4) shall
reflect the transfer of exchanges. All
post-transaction Interstate Common
Line Support shall be subject to true
up by the Administrator pursuant to
§54.903(b)(3).

(c) In the event that a rate-of-return
carrier acquires exchanges from a price
cap carrier that are not incorporated
into one of the rate-of-return carrier’s
existing study areas, Interstate Com-
mon Line Support for the transferred
exchanges shall be distributed as fol-
lows.

(1) The acquiring rate-of-return may
submit to the Administrator a pro-
jected Interstate Common Line Rev-
enue Requirement for the acquired ex-
changes for the remainder of the fund-
ing year in the next quarterly report to
the Administrator. The Administrator
shall distribute Interstate Common
Line Support pursuant to the partial
year projected Interstate Common Line
Revenue Requirement for the remain-
der of the funding year. If the acquir-
ing carrier does not file a projected
Interstate Common Line Revenue Re-
quirement, it will not receive Inter-
state Common Line Support for those
exchanges during the transition period.
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(2) The acquiring carrier’s projected
data for the following funding year
filed pursuant to §54.903(a)(3) shall re-
flect the transfer of exchanges.

(3) The acquiring carrier’s actual
data filed pursuant to §54.903(a)(4) shall
reflect the transfer of exchanges. All
post-transaction Interstate Common
Line Support shall be subject to true
up by the Administrator pursuant to
§54.903(b)(3)

(d) In the event that an entity other
than a rate-of-return carrier acquires
exchanges from a rate-of-return car-
rier, per-line Interstate Common Line
Support will not transfer.

(e) This section does not alter any
Commission rule governing the sale or
transfer of exchanges, including the
definition of ‘‘study area’ in part 36.

[66 FR 59728, Nov. 30, 2001, as amended at 68
FR 31623, May 28, 2003]

§54.903 Obligations of rate-of-return
carriers and the Administrator.

(a) To be eligible for Interstate Com-
mon Line Support, each rate-of-return
carrier shall make the following filings
with the Administrator.

(1) On April 18, 2002, each rate-of-re-
turn carrier shall submit to the Admin-
istrator the number of lines it serves as
of September 30, 2001, within each rate-
of-return carrier study area, by
disaggregation zone if disaggregation
zones have been established within
that study area pursuant to §54.315,
showing residential and single-line
business line counts and multi-line
business line counts separately. For
purposes of this report, and for pur-
poses of computing support under this
subpart, the residential and single-line
business class lines reported include
lines assessed the residential and sin-
gle-line business End User Common
Line charge pursuant to §69.104 of this
chapter, and the multi-line business
class lines reported include lines as-
sessed the multi-line business End User
Common Line charge pursuant to
§69.104 of this chapter. For purposes of
this report, and for purposes of com-
puting support under this subpart,
lines served using resale of the rate-of-
return local exchange carrier’s service
pursuant to section 251(c)(4) of the
Communications Act of 1934, as amend-
ed, shall be considered lines served by

215



§54.904

the rate-of-return carrier only and
must be reported accordingly. Begin-
ning July 31, 2002, each rate-of-return
carrier shall submit the information
described in this paragraph in accord-
ance with the schedule in §36.611 of this
chapter.

(2) A rate-of-return carrier may sub-
mit the information in paragraph (a) of
this section in accordance with the
schedule in §36.612 of this chapter, even
if it is not required to do so. If a rate-
of-return carrier makes a filing under
this paragraph, it shall separately indi-
cate any lines that it has acquired
from another carrier that it has not
previously reported pursuant to para-
graph (a) of this section, identified by
customer class and the carrier from
which the lines were acquired.

(3) Each rate-of-return carrier shall
submit to the Administrator annually
on March 31st projected data necessary
to calculate the carrier’s prospective
Interstate Common Line Support, in-
cluding common line cost and revenue
data, for each of its study areas in the
upcoming funding year. The funding
year shall be July 1st of the current
year through June 30th of the next
year. Each rate-of-return carrier will
be permitted to submit a correction to
the projected data filed on March 31st
until June 30th for the upcoming fund-
ing year. On June 30th each rate-of-re-
turn carrier will be permitted to sub-
mit to the Administrator an update to
the projected data for the funding year
ending on that date.

(4) Each rate-of-return carrier shall
submit to the Administrator on De-
cember 31st of each year the data nec-
essary to calculate a carrier’s Inter-
state Common Line Support, including
common line cost and revenue data, for
the prior calendar year. Such data
shall be used by the Administrator to
make adjustments to monthly per-line
Interstate Common Line Support
amounts in the final two quarters of
the following calendar year to the ex-
tent of any differences between the car-
rier’s ICLS received based on projected
common line cost and revenue data and
the ICLS for which the carrier is ulti-
mately eligible based on its actual
common line cost and revenue data
during the relevant period.

47 CFR Ch. | (10-1-12 Edition)

(b) Upon receiving the information
required to be filed in paragraph (a) of
this section, the Administrator shall:

(1) Perform the calculations de-
scribed in §54.901;

(2) Publish the results of these cal-
culations showing Interstate Common
Line Support Per Line available in
each rate-of-return carrier study area,
by Disaggregation Zone and customer
class;

(3) Perform periodic reconciliation of
the Interstate Common Line Support
provided to each carrier based on pro-
jected data filed pursuant to paragraph
(a)(3) of this section and the Interstate
Common Line Support for which each
carrier is eligible based on actual data
filed pursuant to paragraph (a)(4) of
this section.

(4) Collect the funds necessary to pro-
vide support pursuant to this subpart
in accordance with subpart H of this
part;

(5) Distribute support calculated pur-
suant to the rules contained in this
subpart; and

(6) Report quarterly to the Commis-
sion on the collection and distribution
of funds under this subpart as described
in §54.702(i). Fund distribution report-
ing will be by state and by eligible
telecommunications carrier within the
state.

[66 FR 59728, Nov. 30, 2001, as amended at 67
FR 15493, Apr. 2, 2002; 67 FR 19809, Apr. 23,
2002; 68 FR 31623, May 28, 2003; 77 FR 14303,
Mar. 9, 2012]

§54.904 Carrier certification.

(a) Certification. Carriers that desire
to receive support pursuant to this sub-
part shall file a certification with the
Administrator and the Federal Com-
munications Commission stating that
all Interstate Common Line Support
provided to such carrier will be used
only for the provision, maintenance,
and upgrading of facilities and services
for which the support is intended. Sup-
port provided pursuant to this subpart
shall only be provided to the extent
that the carrier has filed the requisite
certification pursuant to this section.

(b) Certification format. A certifi-
cation pursuant to this section may be
filed in the form of a letter from an au-
thorized representative for the carrier,
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and must be filed with both the Admin-
istrator and the Office of the Secretary
of the Federal Communication Com-
mission clearly referencing CC Docket
No. 96-45, on or before the filing dead-
lines set forth in paragraph (d) of this
section.

(c) All of the certifications filed by
carriers pursuant to this section shall
become part of the public record main-
tained by the Commission.

(d) Filing deadlines. In order for a
rate-of-return carrier, and/or an eligi-
ble telecommunications carrier serving
lines in the service area of a rate-of-re-
turn carrier, to receive Interstate Com-
mon Line Support, such carrier must
file an annual certification, as de-
scribed in paragraph (b) of this section,
on the date that it first files its line
count information pursuant to §54.903,
and thereafter on June 30th of each
year.

Subpart L—Mobility Fund

SOURCE: 76 FR 73877, Nov. 29, 2011, unless
otherwise noted.

§54.1001 Mobility Fund—Phase I.

The Commission will use competitive
bidding, as provided in part 1, subpart
AA, of this chapter, to determine the
recipients of support available through
Phase I of the Mobility Fund and the
amount(s) of support that they may re-
ceive for specific geographic areas, sub-
ject to applicable post-auction proce-
dures.

§54.1002 Geographic areas eligible for
support.

(a) Mobility Fund Phase I support
may be made available for census
blocks identified as eligible by public
notice.

(b) Except as provided in §54.1004,
coverage units for purposes of con-
ducting competitive bidding and dis-
bursing support based on designated
road miles will be identified by public
notice for each census block eligible
for support.

§54.1003 Provider eligibility.

(a) Except as provided in §54.1004, an
applicant shall be an Eligible Tele-
communications Carrier in an area in
order to receive Mobility Fund Phase I

§54.1004

support for that area. The applicant’s
designation as an Eligible Tele-
communications Carrier may be condi-
tional subject to the receipt of Mobil-
ity Fund support.

(b) An applicant shall have access to
spectrum in an area that enables it to
satisfy the applicable performance re-
quirements in order to receive Mobility
Fund Phase I support for that area.
The applicant shall certify, in a form
acceptable to the Commission, that it
has received any Commission approvals
necessary for such access at the time it
applies to participate in competitive
bidding and at the time that it applies
for support and that it will retain such
access for five (b) years after the date
on which it is authorized to receive
support. Pending requests for such ap-
provals are not sufficient to satisfy
this requirement.

(c) An applicant shall certify that it
is financially and technically qualified
to provide the services supported by
Mobility Fund Phase I in order to re-
ceive such support.

[76 FR 73877, Nov. 29, 2011, as amended at 77
FR 14303, Mar. 9, 2012]

EFFECTIVE DATE NOTE: At 77 FR 14303, Mar.
9, 2012, in §54.1003, paragraph (b) was revised.
This paragraph contains information and
recordkeeping requirements and will not be-
come effective until approval has been given
by the Office of Management and Budget.

§54.1004 Service to Tribal Lands.

(a) A Tribally-owned or -controlled
entity that has pending an application
to be designated an Eligible Tele-
communications Carrier may partici-
pate in any Mobility Fund Phase I auc-
tion, including any auction for support
solely in Tribal lands, by bidding for
support in areas located within the
boundaries of the Tribal land associ-
ated with the Tribe that owns or con-
trols the entity. To bid on this basis,
an entity shall certify that it is a Trib-
ally-owned or -controlled entity and
identify the applicable Tribe and Trib-
al lands in its application to partici-
pate in the competitive bidding. A
Tribally-owned or -controlled entity
shall receive Mobility Fund Phase I
support only after it has become an El-
igible Telecommunications Carrier.
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(b) In any auction for support solely
in Tribal lands, coverage units for pur-
poses of conducting competitive bid-
ding and disbursing support based on
designated population will be identified
by public notice for each census block
eligible for support.

(c) Tribally-owned or -controlled en-
tities may receive a bidding credit with
respect to bids for support within the
boundaries of associated Tribal lands.
To qualify for a bidding credit, an ap-
plicant shall certify that it is a Trib-
ally-owned or -controlled entity and
identify the applicable Tribe and Trib-
al lands in its application to partici-
pate in the competitive bidding. An ap-
plicant that qualifies shall have its
bid(s) for support in areas within the
boundaries of Tribal land associated
with the Tribe that owns or controls
the applicant reduced by twenty-five
(25) percent or purposes of determining
winning bidders without any reduction
in the amount of support available.

(d) A winning bidder for support in
Tribal lands shall notify and engage
the Tribal governments responsible for
the areas supported.

(1) A winning bidder’s engagement
with the applicable Tribal government
shall consist, at a minimum, of discus-
sion regarding:

(1) A needs assessment and deploy-
ment planning with a focus on Tribal
community anchor institutions;

(ii) Feasibility and sustainability
planning;

(iii) Marketing services in a cul-
turally sensitive manner;

(iv) Rights of way processes, land use
permitting, facilities siting, environ-
mental and cultural preservation re-
view processes; and

(v) Compliance with Tribal business
and licensing requirements.

(2) A winning bidder shall notify the
appropriate Tribal government of its
winning bid no later than five (5) busi-
ness days after being identified by pub-
lic notice as a winning bidder.

(3) A winning bidder shall certify in
its application for support that it has
substantively engaged appropriate
Tribal officials regarding the issues
specified in §54.1004(d)(1), at a min-
imum, as well as any other issues spec-
ified by the Commission, and provide a
summary of the results of such engage-
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ment. A copy of the certification and
summary shall be sent to the appro-
priate Tribal officials when it is sent to
the Commission.

(4) A winning bidder for support in
Tribal lands shall certify in its annual
report, pursuant to §54.1009(a)(5), and
prior to disbursement of support, pur-
suant to §54.1008(c), that it has sub-
stantively engaged appropriate Tribal
officials regarding the issues specified
in §54.1004(d)(1), at a minimum, as well
as any other issues specified by the
Commission, and provide a summary of
the results of such engagement. A copy
of the certification and summary shall
be sent to the appropriate Tribal offi-
cials when it is sent to the Commis-
sion.

§54.1005 Application process.

(a) Application to participate in com-
petitive bidding for Mobility Fund Phase I
Support. In addition to providing infor-
mation specified in §1.21001(b) of this
chapter and any other information re-
quired by the Commission, an appli-
cant to participate in competitive bid-
ding for Mobility Fund Phase I support
also shall:

(1) Provide ownership information as
set forth in §1.2112(a) of this chapter;

(2) Certify that the applicant is fi-
nancially and technically capable of
meeting the public interest obligations
of §54.1006 in each area for which it
seeks support;

(3) Disclose its status as an Eligible
Telecommunications Carrier in any
area for which it will seek support or
as a Tribal entity with a pending appli-
cation to become an Eligible Tele-
communications Carrier in any such
area, and certify that the disclosure is
accurate;

(4) Describe the spectrum access that
the applicant plans to use to meet obli-
gations in areas for which it will bid
for support, including whether the ap-
plicant currently holds a license for or
leases the spectrum, and certify that
the description is accurate and that
the applicant will retain such access
for at least five (b) years after the date
on which it is authorized to receive
support;

(5) Certify that it will not bid on any
areas in which it has made a public
commitment to deploy 3G or better
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wireless service by December 31, 2012;
and

(6) Make any applicable
cations required in §54.1004.

(b) Application by winning bidders for
Mobility Fund Phase 1 Support—(1)
Deadline. Unless otherwise provided by
public notice, winning bidders for Mo-
bility Fund Phase I support shall file
an application for Mobility Fund Phase
I support no later than 10 business days
after the public notice identifying
them as winning bidders.

(2) Application contents. (i) Identifica-
tion of the party seeking the support,
including ownership information as set
forth in §1.2112(a) of this chapter.

(ii) Certification that the applicant is
financially and technically capable of
meeting the public interest obligations
of §54.1006 in the geographic areas for
which it seeks support.

(iii) Proof of the applicant’s status as
an Eligible Telecommunications Car-
rier or as a Tribal entity with a pend-
ing application to become an Eligible
Telecommunications Carrier in any
area for which it seeks support and cer-
tification that the proof is accurate.

(iv) A description of the spectrum ac-
cess that the applicant plans to use to
meet obligations in areas for which it
is the winning bidder for support, in-
cluding whether the applicant cur-
rently holds a license for or leases the
spectrum, and a certification that the
description is accurate and that the ap-
plicant will retain such access for at
least five () years after the date on
which it is authorized to receive sup-
port.

(v) A detailed project description
that describes the network, identifies
the proposed technology, demonstrates
that the project is technically feasible,
discloses the budget and describes each
specific phase of the project, e.g., net-
work design, construction, deployment,
and maintenance. The applicant shall
indicate whether the supported net-
work will provide third generation (3G)
mobile service within the period pre-
scribed by §54.1006(a) or fourth genera-
tion (4G) mobile service within the pe-
riod prescribed by §54.1006(b).

(vi) Certifications that the applicant
has available funds for all project costs
that exceed the amount of support to
be received from Mobility Fund Phase

certifi-
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I and that the applicant will comply
with all program requirements.

(vii) Any guarantee of performance
that the Commission may require by
public notice or other proceedings, in-
cluding but not limited to the letters
of credit required in §54.1007, or a writ-
ten commitment from an acceptable
bank, as defined in §54.1007(a)(1), to
issue such a letter of credit.

(viii) Certification that the applicant
will offer service in supported areas at
rates that are within a reasonable
range of rates for similar service plans
offered by mobile wireless providers in
urban areas for a period extending
until five (5) years after the date on
which it is authorized to receive sup-
port.

(ix) Any applicable certifications and
showings required in §54.1004.

(x) Certification that the party sub-
mitting the application is authorized
to do so on behalf of the applicant.

(xi) Such additional information as
the Commission may require.

(3) Application processing. (i) No appli-
cation will be considered unless it has
been submitted in an acceptable form
during the period specified by public
notice. No applications submitted or
demonstrations made at any other
time shall be accepted or considered.

(ii) Any application that, as of the
submission deadline, either does not
identify the applicant seeking support
as specified in the public notice an-
nouncing application procedures or
does not include required certifications
shall be denied.

(iii) An applicant may be afforded an
opportunity to make minor modifica-
tions to amend its application or cor-
rect defects noted by the applicant, the
Commission, the Administrator, or
other parties. Minor modifications in-
clude correcting typographical errors
in the application and supplying non-
material information that was inad-
vertently omitted or was not available
at the time the application was sub-
mitted.

(iv) Applications to which major
modifications are made after the dead-
line for submitting applications shall
be denied. Major modifications include,
but are not limited to, any changes in
the ownership of the applicant that
constitute an assignment or change of
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control, or the identity of the appli-
cant, or the certifications required in
the application.

(v) After receipt and review of the ap-
plications, a public notice shall iden-
tify each winning bidder that may be
authorized to receive Mobility Fund
Phase I support after the winning bid-
der submits a Letter of Credit and an
accompanying opinion letter as re-
quired by §54.1007, in a form acceptable
to the Commission, and any final des-
ignation as an Eligible Telecommuni-
cations Carrier that any Tribally-
owned or -controlled applicant may
still require. Each such winning bidder
shall submit a Letter of Credit and an
accompanying opinion letter as re-
quired by §54.1007, in a form acceptable
to the Commission, and any required
final designation as an Eligible Tele-
communications Carrier no later than
10 business days following the release
of the public notice.

(vi) After receipt of all necessary in-
formation, a public notice will identify
each winning bidder that is authorized
to receive Mobility Fund Phase I sup-
port.

§54.1006 Public interest obligations.

(a) Deadline for construction—3G net-
works. A winning bidder authorized to
receive Mobility Fund Phase I support
that indicated in its application that it
would provide third generation (3G)
service on the supported network shall,
no later than two (2) years after the
date on which it was authorized to re-
ceive support, submit data from drive
tests covering the area for which sup-
port was received demonstrating mo-
bile transmissions supporting voice and
data to and from the network covering
75% of the designated coverage units in
the area deemed uncovered, or a higher
percentage established by Public No-
tice prior to the competitive bidding,
and meeting or exceeding the fol-
lowing:

(1) Outdoor minimum data trans-
mission rates of 50 kbps uplink and 200
kbps downlink at vehicle speeds appro-
priate for the roads covered;

(2) Transmission latency low enough
to enable the use of real time applica-
tions, such as VoIP.

(b) Deadline for construction—4G net-
works. A winning bidder authorized to
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receive Mobility Fund Phase I support
that indicated in its application that it
would provide fourth generation (4G)
service on the supported network shall,
no later than three (3) years after the
date on which it was authorized to re-
ceive support, submit data from drive
tests covering the area for which sup-
port was received demonstrating mo-
bile transmissions supporting voice and
data to and from the network covering
75% of the designated coverage units in
the area deemed uncovered, or an ap-
plicable higher percentage established
by public notice prior to the competi-
tive bidding, and meeting or exceeding
the following:

(1) Outdoor minimum data trans-
mission rates of 200 kbps uplink and 768
kbps downlink at vehicle speeds appro-
priate for the roads covered;

(2) Transmission latency low enough
to enable the use of real time applica-
tions, such as VoIP.

(c) Coverage test data. Drive tests sub-
mitted in compliance with a recipient’s
public interest obligations shall cover
roads designated in the public notice
detailing the procedures for the com-
petitive bidding that is the basis of the
recipient’s support. Scattered site tests
submitted in compliance with a recipi-
ent’s public interest obligations shall
be in compliance with standards set
forth in the public notice detailing the
procedures for the competitive bidding
that is the basis of the recipient’s au-
thorized support.

(d) Collocation obligations. During the
period when a recipient shall file an-
nual reports pursuant to §54.1009, the
recipient shall allow for reasonable col-
location by other providers of services
that would meet the technological re-
quirements of Mobility Fund Phase I
on newly constructed towers that the
recipient owns or manages in the area
for which it receives support. In addi-
tion, during this period, the recipient
may not enter into facilities access ar-
rangements that restrict any party to
the arrangement from allowing others
to collocate on the facilities.

(e) Voice and data roaming obligations.
During the period when a recipient
shall file annual reports pursuant to
§54.1009, the recipient shall comply
with the Commission’s voice and data
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roaming requirements that were in ef-
fect as of October 27, 2011, on networks
that are built through Mobility Fund
Phase I support.

(f) Liability for failing to satisfy public
interest obligations. A winning bidder
authorized to receive Mobility Fund
Phase I support that fails to comply
with the public interest obligations in
this paragraph or any other terms and
conditions of the Mobility Fund Phase
I support will be subject to repayment
of the support disbursed together with
an additional performance default pay-
ment. Such a winning bidder may be
disqualified from receiving Mobility
Fund Phase I support or other USF
support. The additional performance
default amount will be a percentage of
the Mobility Fund Phase I support that
the winning bidder has been and is eli-
gible to request be disbursed to it pur-
suant to §54.1008. The percentage will
be determined as specified in the public
notice detailing competitive bidding
procedures prior to the commencement
of competitive bidding. The percentage
will not exceed twenty percent.

§54.1007 Letter of credit.

(a) Before being authorized to receive
Mobility Fund Phase I support, a win-
ning bidder shall obtain an irrevocable
standby letter of credit which shall be
acceptable in all respects to the Com-
mission. Each winning bidder author-
ized to receive Mobility Fund Phase 1
support shall maintain its standby let-
ter of credit or multiple standby let-
ters of credit in an amount equal to the
amount of Mobility Fund Phase I sup-
port that the winning bidder has been
and is eligible to request be disbursed
to it pursuant to §54.1008 plus the addi-
tional performance default amount de-
scribed in §54.1006(f), until at least 120
days after the winning bidder receives
its final distribution of support pursu-
ant to §54.1008(b)(3).

(1) The bank issuing the letter of
credit shall be acceptable to the Com-
mission. A bank that is acceptable to
the Commission is

(i) Any United States Bank that

(A) Is among the 50 largest United
States banks, determined on the basis
of total assets as of the end of the cal-
endar year immediately preceding the
issuance of the letter of credit,

§54.1007

(B) Whose deposits are insured by the
Federal Deposit Insurance Corporation,
and

(C) Who has a long-term unsecured
credit rating issued by Standard &
Poor’s of A- or better (or an equivalent
rating from another nationally recog-
nized credit rating agency); or

(ii) Any non-U.S. bank that

(A) Is among the 50 largest non-U.S.
banks in the world, determined on the
basis of total assets as of the end of the
calendar year immediately preceding
the issuance of the letter of credit (de-
termined on a U.S. dollar equivalent
basis as of such date),

(B) Has a branch office in the District
of Columbia or such other branch office
agreed to by the Commission,

(C) Has a long-term unsecured credit
rating issued by a widely-recognized
credit rating agency that is equivalent
to an A- or better rating by Standard &
Poor’s, and

(D) Issues the letter of credit payable
in United States dollars.

(2) [Reserved]

(b) A winning bidder for Mobility
Fund Phase I support shall provide
with its Letter of Credit an opinion let-
ter from its legal counsel clearly stat-
ing, subject only to customary assump-
tions, limitations, and qualifications,
that in a proceeding under Title 11 of
the United States Code, 11 U.S.C. 101 et
seq. (the ‘“‘Bankruptcy Code’’), the
bankruptcy court would not treat the
letter of credit or proceeds of the letter
of credit as property of the winning
bidder’s bankruptcy estate under sec-
tion 541 of the Bankruptcy Code.

(c) Authorization to receive Mobility
Fund Phase I support is conditioned
upon full and timely performance of all
of the requirements set forth in
§54.1006 and any additional terms and
conditions upon which the support was
granted.

(1) Failure by a winning bidder au-
thorized to receive Mobility Fund
Phase I support to comply with any of
the requirements set forth in §54.1006
or any other term or conditions upon
which support was granted, or its loss
of eligibility for any reason for Mobil-
ity Fund Phase I support, will be
deemed an automatic performance de-
fault, will entitle the Commission to
draw the entire amount of the letter of
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credit, and may disqualify the winning
bidder from the receipt of Mobility
Fund Phase I support or additional
USF support.

(2) A performance default will be evi-
denced by a letter issued by the Chief
of either the Wireless Bureau or
Wireline Bureau or their respective
designees, which letter, attached to a
standby letter of credit draw certifi-
cate, shall be sufficient for a draw on
the standby letter of credit for the en-
tire amount of the standby letter of
credit.

§54.1008 Mobility Fund Phase I dis-
bursements.

(a) A winning bidder for Mobility
Fund Phase I support will be advised
by public notice whether it has been
authorized to receive support. The pub-
lic notice will detail how disbursement
will be made available.

(b) Mobility Fund Phase I support
will be available for disbursement to
authorized winning bidders in three
stages.

(1) One-third of the total possible
support, if coverage were to be ex-
tended to 100 percent of the units
deemed unserved in the geographic
area, when the winning bidder is au-
thorized to receive support.

(2) Onmne-third of the total possible
support with respect to a specific geo-
graphic area when the recipient dem-
onstrates coverage of 50 percent of the
coverage requirements of §54.1006(a) or
(b), as applicable.

(3) The remainder of the total sup-
port, based on the final total units cov-
ered, when the recipient demonstrates
coverage meeting the requirements of
§54.1006(a) or (b), as applicable.

(c) A recipient accepting a final dis-
bursement for a specific geographic
area based on coverage of less than 100
percent of the units in the area pre-
viously deemed unserved waives any
claim for the remainder of potential
Mobility Fund Phase I support with re-
spect to that area.

(d) Prior to each disbursement re-
quest, a winning bidder for support in a
Tribal land will be required to certify
that it has substantively engaged ap-
propriate Tribal officials regarding the
issues specified in §54.1004(d)(1), at a
minimum, as well as any other issues
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specified by the Commission and to
provide a summary of the results of
such engagement.

(e) Prior to each disbursement re-
quest, a winning bidder will be required
to certify that it is in compliance with
all requirements for receipt of Mobility
Fund Phase I support at the time that
it requests the disbursement.

EFFECTIVE DATE NOTE: At 77 FR 73877, Nov.
29, 2011, §54.1008 was added. Paragraph (d) of
this section contains information collection
and recordkeeping requirements and will not
be effective until approval has been given by
the Office of Management and Budget.

§54.1009 Annual reports.

(a) A winning bidder authorized to re-
ceive Mobility Fund Phase I support
shall submit an annual report no later
than July 1 in each year for the five
years after it was so authorized. Each
annual report shall include the fol-
lowing, or reference the inclusion of
the following in other reports filed
with the Commission for the applicable
year:

(1) Electronic Shapefiles site cov-
erage plots illustrating the area newly
reached by mobile services at a min-
imum scale of 1:240,000;

(2) A list of relevant census blocks
previously deemed unserved, with road
miles and total resident population and
resident population residing in areas
newly reached by mobile services
(based on Census Bureau data and esti-
mates);

(3) If any such testing has been con-
ducted, data received or used from
drive tests, or scattered site testing in
areas where drive tests are not feasible,
analyzing network coverage for mobile
services in the area for which support
was received;

(4) Certification that the applicant
offers service in supported areas at
rates that are within a reasonable
range of rates for similar service plans
offered by mobile wireless providers in
urban areas;

(5) Any applicable certifications and
showings required in §54.1004; and

(6) Updates to the information pro-
vided in §54.1005(b)(2)(V).

(b) The party submitting the annual
report must certify that they have
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been authorized to do so by the win-
ning bidder.

(c) Bach annual report shall be sub-
mitted to the Office of the Secretary of
the Commission, clearly referencing
WT Docket No. 10-208; the Adminis-
trator; and the relevant state commis-
sions, relevant authority in a U.S. Ter-
ritory, or Tribal governments, as ap-
propriate.

[76 FR 73877, Nov. 29, 2011, as amended at 77
FR 30915, May 24, 2012]

EFFECTIVE DATE NOTE: At 76 FR 73877, Nov.
29, 2011, §54.1009 was added. Paragraphs (a)
through (c) contain information collection
and recordkeeping requirements and will not
become effective until approval has been
given by the Office of Management and
Budget.

§54.1010 Record retention for Mobility
Fund Phase I.

A winning bidder authorized to re-
ceive Mobility Fund Phase I support
and its agents are required to retain
any documentation prepared for, or in
connection with, the award of Mobility
Fund Phase I support for a period of
not less than ten (10) years after the
date on which the winning bidder re-
ceives its final disbursement of Mobil-
ity Fund Phase I support.

EFFECTIVE DATE NOTE: At 76 FR 73877, Nov.
29, 2011, §54.1010 was added. This section con-
tains information collection and record-
keeping requirements and will not become
effective until approval has been given by
the Office of Management and Budget.

PART 59—INFRASTRUCTURE
SHARING

Sec.

59.1 General duty.

59.2 Terms and conditions of infrastructure
sharing.

59.3 Information concerning deployment of
new services and equipment.

59.4 Definition of ‘‘qualifying carrier’.

AUTHORITY: 47 U.S.C. 154(i), 154(j), 201-205,
259, 303(r), 403.

SOURCE: 62 FR 9713, Mar. 4, 1997, unless oth-
erwise noted.

§59.1 General duty.

Incumbent local exchange carriers
(as defined in 47 U.S.C. section 251(h))
shall make available to any qualifying
carrier such public switched network

§59.2

infrastructure, technology, informa-
tion, and telecommunications facilities
and functions as may be requested by
such qualifying carrier for the purpose
of enabling such qualifying carrier to
provide telecommunications services,
or to provide access to information
services, in the service area in which
such qualifying carrier has obtained
designation as an eligible tele-
communications carrier under section
214(e) of 47 U.S.C.

§59.2 Terms and conditions of infra-
structure sharing.

(a) An incumbent local exchange car-
rier subject to the requirements of sec-
tion 59.1 shall not be required to take
any action that is economically unrea-
sonable or that is contrary to the pub-
lic interest.

(b) An incumbent local exchange car-
rier subject to the requirements of sec-
tion 59.1 may, but shall not be required
to, enter into joint ownership or oper-
ation of public switched network infra-
structure, technology, information and
telecommunications facilities and
functions and services with a quali-
fying carrier as a method of fulfilling
its obligations under section 59.1.

(c) An incumbent local exchange car-
rier subject to the requirements of sec-
tion 59.1 shall not be treated by the
Commission or any State as a common
carrier for hire or as offering common
carrier services with respect to any
public switched network infrastruc-
ture, technology, information, or tele-
communications facilities, or functions
made available to a qualifying carrier
in accordance with regulations issued
pursuant to this section.

(d) An incumbent local exchange car-
rier subject to the requirements of sec-
tion 59.1 shall make such public
switched network infrastructure, tech-
nology, information, and telecommuni-
cations facilities, or functions avail-
able to a qualifying carrier on just and
reasonable terms and pursuant to con-
ditions that permit such qualifying
carrier to fully benefit from the econo-
mies of scale and scope of such local
exchange carrier. An incumbent local
exchange carrier that has entered into
an infrastructure sharing agreement
pursuant to section 59.1 must give no-
tice to the qualifying carrier at least
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